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SAVING FREE ENTERPRISE FROM ITS FRIENDS* 


GEORGE W. STOCKING 
Vanderbilt University 


My colleagues tell me that it is the prerogative of a president of a learned so- 
ciety in his presidential address to utter a few common sense remarks in the hope 
that they will pass for pearls of wisdom. I shall exercise that prerogative. 

Most Americans, I believe, would profess to be friends of free enterprise; but 
in acknowledging that friendship, most would find it difficult to define what 
they befriend; for free enterprise is rapidly becoming a slogan of propaganda, a 
shibboleth of politics, an emblem for a crusade, around which to marshall public 
sentiment against the wickedness of the ‘‘welfare state.” 

That free enterprise has become a fighting slogan reflects the profound influ- 
ence which the American environment has exerted on its citizenry. Many ele- 
ments have gone into the making of the American character. Our wide open 
spaces made our population mobile and gave us a sense of grandeur; our frontier 
created an atmosphere of independence and egalitarianism; a shortage of labor 
and capital encouraged ingenuity and contrivance; our tremendous natural 
resources created opportunities, invited enterprise, and fomented a spirit of 
optimism. American ideology conspired with our affections and interests to 
create a faith. American property owners, who today expound vigorously the 
doctrine of rugged individualism, are the spiritual descendants of our pioneer 
forefathers, who were forced to practice what their spiritual heirs so fervently 
preach. 

But free enterprise as a way of life is something different from free enterprise 
as a habit of thought. While in the egalitarian climate of American thought, one 
man’s opinion may be as good as another’s—or perhaps a little bit better—econo- 
mists should have a special competence to indicate what is meant by a system 
of free enterprise, a term which they contributed to popular usage. We mean by 
it, of course, an economy the members of which rely on the forces of competitive 
markets to allocate resources and organize the productive processes. The mem- 
bers of such a society, as producers or workers, are free within the limits of their 
talents to choose their occupations; and as consumers making free choices in the 
market place, they have the power to guide productive processes and allocate 
resources. In short they determine what shall be produced and in what amounts. 

The essence of free enterprise is decentralized decision-making; or, stated 
negatively, the lack of concentration of power. Competitive models as contrived 
by the theorists are abstractions, but they are useful as standards by which to 


* Presidential address delivered at the Silver Anniversary Meeting of the Southern 
Economic Association, Jacksonville, Florida, Nov. 15, 1952. 
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measure performance and by which to shape policies. We are all aware of the 
gaps between the theoretical models and a practically achievable economy of 
workable competition. I have little patience with those economists who criticise 
other economists because they would atomize American industry. I know no 
advocates of atomization. Students of industrial concentration differ as to how 
far industrial concentration as measured by “concentration ratios” has gone, 
and on whether or not the last fifty years have witnessed a decline in competition. 
I do not wish to revive that controversy here. Rather, I wish to point out that 
since the laissez-faire ideology of Herbert Spencer was wed with our affections 
and interests to give birth to the common sense bias of contemporary defenders 
of free enterprise, two great institutional changes have transformed the structure 
of the American economy—trade unionism and collective bargaining on the one 
hand, and the modern corporation on the other. Industrial workers no longer sell 
their own labor as individuals to the owners of relatively small business firms 
who manage them for their own benefit. On the contrary, the managers of power- 
ful trade unions, frequently speaking directly or indirectly for all the workers in 
an industry, sit down around the conference table and bargain on wages and 
working conditions with the managers of one or more great corporations who 
directly or indirectly may be speaking for all the corporate managers of that 
industry. This, of course, has not become a universal practice, but it is the end 
toward which labor is working and toward which circumstances are driving the 
managers of industry. 

Every literate person is familiar with this development; and although some 
deplore it, most people ardently defend as inevitable, if not, indeed, desirable, 
one or both of the institutions without which it would have been impossible. Few 
would dispute that big business and big labor are here to stay. So ardent is this 
faith that to challenge it is to label oneself a fool or a knave. Since I do not aspire 
to either distinction, I shall not challenge it. 

But as a student of economic history I should like to review quite briefly, 
hence necessarily inadequately, how big labor and big business came about and 
to raise the question as to where they are leading us. I take this brief excursion 
into history because I agree with Winston Churchill, that the longer you look 
backwards, the farther you can see forwards. 


THE RISE OF BIG LABOR 


The fundamental object of trade unionism, according to two of its most com- 
petent and sympathetic early analysts, Sidney and Beatrice Webb, is “‘the de- 
liberate regulation of the conditions of employment in such a way as to ward off 
from the manual-working producers the evil effects of industrial competi- 
Ga...” 

Students of American economic history also recognize that early trade union- 
ism in the United States was designed to isolate workers, primarily skilled 
workers, from the free and ruthless play of competitive forces. To acknowledge 
this is not to deplore it. I accept the verdict of most students of labor that trade 


1 Sidney and Beatrice Webb, Industrial Democracy (London: Longmans, Green and 
Co., 1924 edition), p. 807. 
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unions, by equalizing bargaining power between workers and employers, have 
improved the workers’ lot; that they have given workers a weapon with which 
they could fight the boycott, the black list, the labor spy; that they have helped 
particular labor groups escape from what they regarded as intolerable conditions; 
that they have protected their membership from arbitrary and capricious dis- 
crimination by petty bosses; that they have brought greater security and dignity 
to the worker and his job; and that they may even have contributed to a sense 
of responsibility to management and the community. 

But merely to admit that trade unionism may have done these things is to 
obscure the significance of the modern trade union movement to the preserv2 tion 
of a free enterprise society. Modern trade unions have become powerful instru- 
ments of social and economic control. They are frequently captained by ambi- 
tious leaders who aspire to power both for what they can do with it and for its 
own sake. John L. Lewis affords perhaps the best illustration in point. Under his 
aggressive leadership the average hourly wage of bituminous coal miners ad- 
vanced from forty-one cents in 1933 to over $2.00 in 1952. Average weekly earn- 
ings for bituminous coal miners advanced from $13.32 to $68.68, while the basic 
work day was materially shortened by payment for travel time under the portal to 
portal principle. Meanwhile, to protect miners from the insecurity of old age, the 
union, through a tax currently levied on consumers of coal at the rate of 30 cents a 
ton, has been accumulating a welfare fund at the rate of over $100 million annu- 
ally. Truly, miners have never had it so good; and who is to say they have not 
deserved it? Coal mining, to borrow a phrase from John Masefield’s description 
of trench warfare in World War I, is damned dull, damned dirty and damned 
dangerous. But in getting it so good, the union acquired power so great that time 
and time again it has audaciously defied the federal government and flagrantly 
flouted its statutes. In 1941 Mr. Lewis successfully challenged the National 
Defense Mediation Board; and, on the very day of Pearl Harbor, from a govern- 
mental official sitting as an impartial arbitrator, he obtained for his union the 
closed shop in captive mines, which he had wrecked the Board for having refused. 
Time and again he defied its successor, the National War Labor Board, and 
undermined the government’s wage and price stabilization program by ignoring 
its rulings. In his most recent ruthless display of power, Mr. Lewis, after having 
obtained for his miners a raise in their basic daily wage of $1.90 and an additional 
levy of ten cents a ton for the union’s welfare fund in what he characterized as 
a “triumph of collective bargaining,” called a strike against the coal operators 
because they refused to disobey the wage stabilization law which requires ap- 
proval of the wage increase by the Wage Stabilization Board before operators 
can put it into effect. And eventually, to insure industrial peace, the President 
of the United States bowed to Mr. Lewis’ demands, over-ruling and wrecking his 
Wage Stabilization Board and emasculating if not junking the wage stabilization 
program to which he was committed. Other unions have not acquired a power so 
great, but their failure is not due to a lack of ambition. They deserve an A for 
effort. Both Mr. Lewis’ power and the way he uses it are the envy of many lesser 
lords of labor kingdoms. 

Nor should the credit or blame for this condition fall exclusively on labor. 











434 GEORGE W. STOCKING 


Trade union membership has had three periods of rapid growth: 1897-1904, 
1914-1920, 1933-1948. During the prosperity of the first period, under Gomper’s 
leadership, the A. F. L. increased its membership fourfold, a rate never again 
duplicated. During World War I and its inflationary aftermath, trade union 
membership increased from 214 millions to 5.2 millions. During the prosperity 
of the 1920’s with its anti-union drives in which employers enlisted public support 
under a slogan of Americanism, union membership declined. The Great Depression 
accentuated the trend. The New Deal reversed it. A. F. of L. unions increased 
their membership from about 2,100,000 in 1933 to 7,250,000 in 1948. Meanwhile, 
the C. I. O. was born and by 1948 had become a lusty giant with approximately 
6,000,000 members. Independent unions accounted for 2,250,000 more. 

The recent rapid increase in trade union membership and power was a result 
of deliberate governmental policy and many count it one of the New Deal’s great 
and lasting achievements. During the 1920’s organized labor had been stunted in 
part by its lack of foresight, in part by the foresight of management in introduc- 
ing its own welfare program, and in part by management’s having enlisted the 
power of the state through the use of the injunction in its battle with unionism. 
The Norris-La Guardia Act, a pre-New Deal measure, deprived management of 
the injunction as a weapon in its fight with labor. In the struggle between labor 
and capital the state announced its neutrality. It in effect insured labor and 
management a free field in which to fight out their battles which, despite their 
repercussions on the whole economy, were still regarded as private disputes. 

The New Deal changed this. With the support, in truth at the behest, of both 
labor and capital, it formally abandoned reliance on free markets to guide the 
economy. As a cost of the privilege of collaborating on price and production 
policies under a virtual suspension of the antitrust laws, business accepted a 
labor policy designed to match its power with that of the union. Under the NRA, 
and the Wagner Act which superseded it, the Government in effect placed its 
authority behind unions in their effort to organize American workmen. The 
rules were so drawn that trade union management through persuasion and, when 
persuasion failed, through coercion could mobilize industria! workers under its 
banner free from molestation or interference. The law freed labor’s hand; it tied 
management’s. Again to record history is not to decry it. As the remorseless forces 
of the Great Depression shrank output and earnings, devalued assets, and threat- 
ened bankruptcy and ruin all around the place, business men themselves lost 
confidence in private enterprise. That management got rather more than it 
bargained for when the Courts invalidated NIRA and Congress came to the 
support of labor reflects an alerted public sympathy for the common man, to 
which eategory the Great Depression had reduced so many Americans. It re- 
flected a deepening conviction that the power of big business must be matched 
by the power of labor if all private interests were to be protected and if the public 
welfare were to be promoted. 

I do not mean to imply that trade union power has been exclusively a reaction 
to the power of big business although it has been that in considerable part. 
Labor’s right to bargain collectively is as secure in dealing with little business as 
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with big business, and in the exercise of that right labor has not restricted its use 
of collective power to that of the labor force of a single firm. It has sought rather 
to unite in a solid front all the workers of a craft, occupation, or even an industry 
within a particular labor market and to impose upon each employer within that 
market the conditions under which it would supply management with labor. So 
lopsided did the struggle between individual managements and united labor be- 
come that the employers of the San Francisco market area eventually united and 
demanded of labor the right to bargain collectively with it. The first president of 
San Francisco Employers’ Council in 1939 expressed the Council’s philosophy as 
follows: 


Collective bargaining is primarily a pressure game. Labor unions have been ef- 
fectively organized into city-wide councils and national organizations. By and large they 
are well staffed and financed. They have definite programs and objectives, and they are 
eternally on the job to secure concessions for their members and to strengthen their 
position... . When one is engaged in a pressure game with a competitor who is well 
organized and financed and knows where he is going, it is simply good common sense to 
meet organization with organization, and this is exactly what we propose to do in San 
Francisco through the agency of the San Francisco Employers’ Council. In the vernacular 
of the water front, we expect to ““Match Heat with Heat.” 


Group action was to generate the heat. As the president of the Council put it: 


... the great majority of employers in San Francisco have abandoned any hope of 
dealing with labor unions on'a basis of rugged individualists who do not require the aid 
of their fellow employers. Whether we like it or not we have reached the point where we 
are prepared to admit that the rugged individualist has largely passed from the San 
Francise» labor relations picture.? 


World War II both harnessed and enhanced the power of trade unions locally 
and nationally. In return for limitations on labor’s right to strike, the Govern- 
ment undertook to increase and maintain union membership. To preserve the 
peace, it forced both labor and management to accept what in reality, if not 
formally, was compulsory arbitration of labor disputes. It put genuine collective 
bargaining on ice for the emergency. When it was brought out of cold storage, 
labor’s power to use it had grown to its present dimensions. 


THE RISE OF BIG BUSINESS 


In discussing the rise of big business, it is important to distinguish between 
big plants, big firms, and big industries. No industrial society can endure without 
using modern industrial technology. Modern technology necessitates large in- 
dustrial establishments using mass production methods. To utilize modern 


2? Almon E. Roth, Objectives of the San Francisco Employers’ Council (New York: Ameri- 
can Management Association, 1939), quoted by Clark Kerr and Lloyd H. Fisher in ‘‘Multi- 
Employer Bargaining: The San Francisco Experience,’’ published in Insights into the 
Labor Issue, Richard A. Lester and Joseph Shister, editors (New York: Macmillan Com- 


pany, 1948), p. 56. 
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technology in large industrial establishments in a private enterprise economy 
requires a business mechanism. The modern corporation is that mechanism. 
It is the instrument by which capital can be mobilized and, with the other factors 
of production, organized into a productive process. The mechanism must be 
large enough to encompass and coordinate resources on a scale essential to com- 
mand, utilize, and in a progressive society, enlarge and improve the technology. 
But this principle gives us no precise yard-stick by which to measure the size of 
the optimum firm. Doubtless, this differs from industry to industry; but econo- 
mists and most articulate business men agree that the optimum firm falls within 
a fairly wide range of magnitudes rather than at a point on a scale. That is to say, 
many firms may in fact be larger than they need be for efficiency, and evidence 
exists to support the proposition that some have gotten too large to remain 
efficient.’ 

To raise the standard of living of a large and growing population and, more 
particularly, to give it national security requires large and efficient industries, 
industries generally far larger than plants or firms need be. Obviously, without 
America’s large steel industry, made up of many large and efficient plants, the 
Allies could not have won World War II. But no single firm, however large it 
may have been, was essential as such to American military success. A great steel 
industry must be larger than the firms that comprise it and the firms may be 
larger than the industrial establishments that they command. But big firms alone 
do not guarantee an efficient industry. Before World War II the United States 
Steel Corporation, with one third of America’s steel ingot capacity, could produce 
about as much steel as could all of the steel firms of England, Belgium, and 
France combined, but that is not what made America’s steel industry great. 
Other integrated firms with only a fraction of the Corporation’s steel ingot capac- 
ity were making proportionately more high grade steel and apparently making 
it at a lower cost than was the Steel Corporation.‘ But obviously we needed 
every ton of America’s steel capacity to do the job we did. 

Although big business, i.e., the modern giant corporation, preceded big labor, 
the rise of both contains some striking parallels. Like trade unions, the modern 
corporation has been an instrument of control. Both trade unions and corpora- 
tions have grown most rapidly in boom times; both have been nourished by war; 
and both owe their power in considerable part to the State. The great combination 
movement culminated during the prosperous years of the turn of the century. 
Although economists do not agree on the relative weight of the specific forces 
which actuated it, they recognize that professional promoters and investment 
bankers interested in profiting by creating and maintaining security values 
engineered it. Few will deny that it changed greatly the structure of the American 
economy. I believe that in its institutional importance it compares to the break- 
down of the feudal system, the rise of towns, or the appearance of mercantilism— 


2 See, for example, the Subcommittee on Study of Monopoly Power, of the Committee 
on the Judiciary, House of Representatives, Eighty-first Congress, 2nd Sess., Hearings, 
testimony of Benjamin Fairless, pp. 615-711, passim, and my testimony, pp. 961-991. 

4 Idem. 
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movements that extended over hundreds of years. Perhaps never in so short a 
peace-time period have such great structural changes taken place in any other 
economic system. 

The state of New Jersey, containing only two per cent of the country’s popula- 
tion and one and three-tenths per cent of its wealth, took the lead in providing an 
effective instrument for extending the area over which business firms could 
exert private power. Other states, envious of the contribution of New Jersey 
corporations to the state’s finances, quickly followed suit. The modern corpora- 
tion was their handiwork. Together the states shaped a corporate instrument of 
business control without which industrial concentration on the scale that we 
know it would have been impossible. 

Contemporaries viewed this development with skepticism or even alarm, one 
economist making the bold claim that New Jersey by its corporation law had 
nullified the antitrust statutes of every state that had passed them.* And, indeed, 
the Supreme Court in the first case to come before it involving the use of the New 
Jersey holding corporation as a device for eliminating competition among rival 
manufacturers recognized that in grappling with the monopoly problem the 
power of Congress was subordinate to that of the New Jersey legislature. In 
passing the Sherman Act, the Court said that Congress had not attempted ‘to 
assert the power to deal with monopoly directly as such; or to limit and restrict 
the rights of corporations created by the States or the citizens of the states in the 
acquisition, control or disposition of property. . .’”’”* 

Alexander Pope seems to have expressed a sound sociological principle in these 
poetic lines: 


Vice is a monster of such frightful mien 
That to be hated needs but to be seen, 
But seen too oft, familiar with her face 
We first endure, then pity, then embrace. 


At any rate, many contemporary students of institutional arrangements now 
approve New Jersey’s contribution to our industrial structure, counting the 
holding corporation as a manifestation of the genius of American business men 
for organizational and managerial achievement. All of us can point with pride to 
the 20th Century accomplishments of American private enterprise, overlooking, 
of course, the dreary decade of the 1930’s and ignoring the role of wartime inflation 
under a centrally managed economy in contributing to it. But no one has offered 
convincing evidence that American industry would have been less efficient had 
the scope of corporate ownership been more restricted. And there are both a priori 
reasons and empirical evidence to indicate that in some instances it might have 
been more efficient had firms remained smaller. 

The great combination movement gave birth to big business as a managerial 
and organizational phenomenon. The prosperity of the 1920’s provided a climate 
which nourished it. Economic historians and theorists alike are familiar with 


5 Edward 8S. Mead, Trust Finance (New York: Appleton, 1903), p. 39. 
* United States v. E. C. Knight Co., 156 U.S. 1, 16 (1895). 
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these facts; but troubled by what some students of industrial structure believe 
the merger movements signify to corporate greatness, economists are now trying 
to determine statistically the relative importance of internal expansion (i.e., all 
growth except that occasioned by absorbing independent firms or buying their 
properties) and external expansion (i.e., growth by mergers) as a factor in 
corporate size. 

J. Fred Weston, of the University of California at Los Angeles, in an as yet un- 
published study concludes that only “Approximately one-fourth of the growth 
of the seventy-five firms studied was directly accounted for by mergers. If assets 
of the initial year for firms which were formed by combinations are classified as 
acquisitions, about one-third of the growth was external growth. At least seventy 
per cent of the firms studied grew by internal expansion to the extent of more 
than half of their total growth. Acquisitions accounted for less than 25 per cent 
of the growth of one-half of the firms.’” 

Some uncritical students may use Weston’s findings to discredit the hypo- 
thesis that the great combination movement has had a significant effect on the 
structure of the American economy. Weston himself avoids this error. He cor- 
rectly points out, despite the apparent paradox, that internal growth has not been 
the major cause of industrial concentration. He recognizes that at the turn of the 
century the merger movement occasioned a high degree of concentration in a 
great many industries and that ‘Although the absolute size of present day oligop- 
olists is due only in small part to either earlier or late acquisitions, the relative 
position of these firms is accounted for by the earlier acquisitions.’’* Weston also 
recognizes that although the combined assets of original mergers today represent 
a relatively small part of the total assets of the merged companies, if the merger 
movement had not taken place, the assets of the many separate companies that 
were combined might well have shown a rate of growth comparable to that of the 
combination; and he recognizes that in the absence of the merger movement 
assets as large as those now under the control of a single company might well 
have been under the controi of as many companies as went into a particular 
merger. In short, he recognizes that the potential internal expansion of each of 
the merged companies has been merged into the actual internal expansion of the 
combination and, hence, that the merger may be indirectly responsible for the 
overwhelming size of many present-day corporations which ostensibly have 
grown primarily by internal expansion. 

Unfortunately Weston’s study discloses changes in the size of assets of the 
corporations studied only between his terminal dates (i.e., between the year of 
the initial merger and 1948). I venture the hypothesis that our two world wars, 
particularly World War II, witnessed the most rapid rate of growth in the firms 
studied by Weston. World War II, as everyone knows, taxed American produc- 
tion facilities to the limit. To get what it needed to win the war without lowering 
living standards, the Government encouraged private enterprise by persuasion 
and subsidy to expand production facilities and, where necessary, the government 
built its own industrial plants with the cooperation and under the supervision 


7 J. Fred Weston, Mergers and Oligopoly (University of California), p. 52. 
8 Jbid., p. 85. Emphasis in original. 
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of the private corporations which managed them. Many of the plant facilities 
were necessarily so-called “scrambled facilities,” of little value except to the 
firms which operated them and which subsequently acquired them at bargain 
prices. A world war necessitates emergency and immediate expansion of pro- 
duction facilities. And while it brings opportunities to new producers, a govern- 
ment must look for the most part to existing firms to carry out its expansion 
program. Necessarily it must follow the Biblical injunction, “to him that hath 
shall be given.”” Had the tremendous expansion in consumption occasioned by 
World War II been distributed over a longer period of normal peacetime growth, 
it might well have encouraged the birth of many more new firms in basic in- 
dustries. 

Obviously, private enterprise is to be praised, not censured, for its willingness 
to cooperate with the Government in its program of industrial expansion. But 
although small and intermediate-sized firms, some new, shared in the Govern- 
ment’s program of industry expansion, the great bulk of the war contracts went 
to a handful of giant corporations, most of which were born through combina- 
tions; despite their having sublet many thousands of contracts, they emerged 
from the war far larger and, to the extent that size brings power, more powerful 
than when they went into it.® 

While economists agree that the great combination movement—which appar- 
ently is directly the most significant factor in accounting for the relative size of 
corporations in many industries and indirectly for their absolute size—wrought 
significant changes in the structure of the American economy, they do not agree 
as to what this has meant for market behavior. I cannot recount the details of 
the controversy here, but I believe that nearly all economists would subscribe 
to the following two propositions: first, that the combination movement has 
reduced significantly the number of sellers in many markets; and second, that 
fewness of sellers encourages monopoly-like behavior. The second of these 
propositions is true for two reasons: (1) the Chamberlinian theory that rational 
behavior by oligopolists who take account of the indirect as well as the direct 
consequences of their decisions results in monopoly prices is not only logically 
consistent, but may have some practical significance in the market (although I 
believe this has been over-emphasized); and (2) fewness of sellers makes it easy 
for business rivals to reap the fruits of conspiracy without paying its legal 
penalties. ” 

Moreover, as Corwin Edwards has pointed out, the giant conglomerate-firm 
even though it falls far short of monopoly in any technical sense, may jeopardize 
the interests of smaller suppliers, competitors or customers.'® Large firms, be- 
cause they are large, have financial resources that enable them to “outbid, out- 
spend, or outlose’’ smaller rivals. They can command the best talents; they can 


® I use the term “power” broadly. As indicated below it means more than power over 
the market. I do not believe anyone can assert what the precise effects of an increase in 
the absolute size of the very large corporations will be on market behavior. 

10 Corwin D. Edwards, ‘““The Conglomerate Firm,’’ paper presented to the Conference 
on Business Concentration and Price Policy conducted by Universities-National Bureau 
Committee on Economic Research, June 17-19, 1952. 
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buy the best sites; by integrating backwards and controlling their own raw 
materials, they can free themselves from the fortuities of the market; by inte- 
grating forward, they can obtain a more certain and dependable outlet for their 
finished goods. In dealing with suppliers, they can obtain better terms than can 
smaller rivals. In times of shortage of supplies it is the little firm that finds the 
going toughest. On the significance of these facts to policy, economists may dis- 
agree, but few will deny that they are facts. 

Big firms have developed among themselves an esprit de corps, a spirit of live- 
and-let-live, codes of ethics, commercial interrelationships, an interchange of 
patent rights, a reciprocal recognition of priorities of interest, all of which tend 
to lessen the vigor of competitive rivalry and to develop spheres of influence 
which at times may prove as effective as formal cartels in regulating markets. 

Finally, modern techniques of mass communication—the popular magazines, 
the radio and television, the privately distributed moving picture film—are 
bringing to the great corporations and to a lesser extent to trade unions an 
opportunity to wield a new and subtle, if not ominous, power—a power over the 
human mind. This enterprise is not entirely new, but its tools are. The radio and 
television, the press, and the privately distributed moving picture film enable 
those with adequate finances and a vested interest in institutional arrangements 
to shape attitudes, arouse prejudices, coin good will, mold public opinion, create 
habits of thought with readers or listeners unaware that their ideas are being 
fabricated for them. No one can blame big business nor big labor for trying to 
sell themselves to the American public as essential elements in a free enterprise 
system. And no lover of democratic institutions would deny to business, big or 
little, nor to labor, freedom of thought and freedom of expression. But students 
of social institutions cannot blind themselves to the processes that go on before 
them; and sound public policy towards bigness, whether of labor or business, 
must rest upon an understanding of its social as well as its economic significance. 

Indeed, the last fifty years have brought significant changes in the structure 
of the American economy. Big trade unions now sell labor under monopoly or 
near monopoly conditions. Big corporations buy it. Compromise, not competi- 
tion, determines what it sells for. To analyse the significance of the power that 
unions exert in selling labor and of the power that the very large corporations 
may independently exert in selling the things they make to the price structure 
and to the level of output and employment would lead us into a controversial 
field which I cannot explore here. To suggest what these developments may mean 
to the future of free enterprise is an easier task, although it may be a thankless 
one. But first, let us examine what the optimists are saying about it. Time per- 
mits only passing reference to Lilienthal’s artful and artistic encomium of big 
business and only brief generalization on a panegyric of a professional scholar of 
high repute and unquestioned competence. 


THE CONCEPT OF COUNTERVAILING POWER 


Recognizing the inadequacy of orthodox price theory to explain the pricing 
process in the contemporary economy and impressed by the gap between theory 
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and practice, economists have generally felt the need of a more realistic explana- 
tion of economic processes. Perhaps influenced unconsciously by the spirit of 
transcendentalism, perhaps confusing change with progress, or even perhaps with 
a wisdom born of experience and thought, Professor Galbraith, believing that 
we are captives of economic doctrines that no longer apply to our current life, 
has come up with a systematic and comforting logic to explain market behavior 
where large buyers and large sellers confront each other. This he develops in a 
challenging and sparkling manner in his American Capitalism, offered to us under 
the captivating subtitle, ““The Concept of Countervailing Power,” and described 
on its jacket as a “bold new concept of balance of power in the last refuge of 
private capitalism.” ' 

Galbraith’s doctrine of countervailing power can be stated succinctly, although 
as usual brevity means oversimplification. His study contains little that is new 
except its strikingly optimistic evaluation of the significance of bigness and the 
brilliance and originality with which it develops and integrates the doctrine of 
countervailing power with Neo-Keynesian, Chamberlinian, and Schumpeterian 
theory. ‘ 

Galbraith recognizes that a handful of firms have pre-empted the market in 
many American industries and he believes that in such markets business men re- 
ject price competition as a means of maximizing profits. But he does not think 
that they are content to sit on their hands. If they behave rationally, we might 
expect them to try to make more by selling less. Fortunately, their urge to 
sabotage is circumvented by their urge to innovate. Fortunately also, large firms 
(and Galbraith thinks only large firms) can command research facilities on a 
scale essential for manipulating effectively modern technology and improving it. 
As Galbraith puts it, an industry must contain “some element of monopoly . . . if 
it is to be progressive.” “‘... There can be little doubt,” he tells us, that oligop- 
oly, both in theory and in fact “is strongly oriented towards change.’’” 

At this point one may think he is hearing the distant roar of Schumpeter’s 
“Perennial Gale of Creative Destruction”—a gale that will eventually wreck the 
structure of monopoly and insure the consumers better things for living at 
prices they can afford. But it is only a false echo. It is countervailing power that 
will force from the technological horn of plenty a plethora of novel and better 
things for all of us. Countervailing power—the matching of the power of big 
sellers with the power of big buyers, the power of big business with the power 
of big labor—provides a streamlined 20th Century mechanism to replace the 
technologically obsolete mechanism of competitive markets in promoting the 
public welfare. As Galbraith puts it: 


To begin with a broad and somewhat too dogmatically stated proposition, private 
economic power is held in check by the countervailing power of those who are subject to 
it. The first begets the second. The long trend towards concentration of industrial enter- 
prise in the hands of relatively few firms has brought into existence not only strong 


1 John K. Galbraith, American Capitalism (Boston: Houghton Mifflin Company, 1952), 
p. 93. 
12 Jbid., p. 95. 
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sellers, as economists have supposed, but also strong buyers as they have failed to see. 
The two develop together, not in precise step but in such manner that there can be no 
doubt that the one is in response to the other. . . . In the ultimate sense it was the power 
of the steel industry, not the organizing abilities of John L. Lewis and Philip Murray, 
that brought the United Steel Workers into being.“ 


(The New Deal, I take it, was merely the proximate force through which the 
ultimate was realized and only after a third of a century.) 

In more technical language, competition has been succeded by bilateral 
monopoly and the conflicting interests of buyer and seller guarantee consumers 
substantially the same protection that competition used to afford. The unseen 
hand has not forsaken us. Tennyson has put it more poetically: 


Yet I doubt not through the ages one increasing purpose runs, 
And the thoughts of men are widened with the process of the suns. 


Galbraith believes that although bigness on one side of the market tends to 
beget bigness on the other, if a hostile environment stifles the secondary growth, 
the Government is obligated to provide a new environment. If necessary, the 
Government must lay the egg, hatch the ostrich, and nurse it to maturity. This 
the Government has done in providing parity for farm prices. 

Galbraith regards countervailing power as capitalism’s salvation, but he sees 
a devil lurking in the wood pile. He believes that the forces of inflation dissipate 
countervailing power and that during the upswing of the business cycle the 
strong arm of the state must protect the public welfare by setting up arbitrary 
controls over costs and prices. It is in depression that countervailing power really 
comes into its own. A mild recession makes of it a system of checks and balances 
protecting the interests of all of us. 

With much of what Galbraith says in two hundred scintillating pages many 
economists will agree. With much some have found fault. While avoiding contro- 
versy on details, I want to challenge the institutional implications of the Gal- 
braithian doctrine. Far from finding it the last bulwark against “‘creeping social- 
ism,” I believe that the private power which permeates our economy invites 
nationalization of our basic industries or regimentation on a scale so vast that 
enterprise would cease to be either free or private. The recent steel strike may be 
a dress rehearsal for the real show. When the conflicting demands of two power 
groups brought not compromise, but stalemate, a stalemate that threatened to 
deadlock a whole economy, the President without constitutional or legislative 
authority seized the industry and when the Courts struck down the reckless 
abuse of executive power, he asked Congress to grant him the power which the 
Constitution had denied him. That Congress did not do so does not guarantee 
that another Congress confronted with a similar crisis will not do so. A demo- 
cratic society is unlikely to leave such power in private hands forever. Stalemate 
as well as compromise is a continuing promise of countervailing power. 

Moreover, countervailing power does not guarantee the fruits of workable 


8 Ibid., pp. 118 and 121. 
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competition even in recession. Galbraith’s chief ground for optimism about the 
workability of countervailing power is the remarkable performance of capitalism 
since the outbreak of World War II. Capitalism thrives in an expansionist en- 
vironment. When customers, public and private, clamor for more goods than they 
can get at prevailing prices, business, big and little, makes money and everyone 
loves free private enterprise. When recession brings a competition so vigorous 
that it threatens to diminish or undermine capital values, business, big and 
little, seeks refuge in monopolistic schemes of one sort or another. Surely the 
1930’s with the NRA and its aftermath have not been forgotten. With increasing 
frequency economists have been calling on the mythical man from Mars to 
testify to the wonders of American capitalism. Why they should do so without 
having exhausted earthly witnesses constantly puzzles me, but I note that it is 
the output of the war and post-war inflation that excites the admiration of our 
cosmic visitors. During the dreary days of the 1930’s, when countervailing power 
brought conspiracy or government-sponsored cartels on both an international 
and domestic scale, neither the Earthians nor the Martians acclaimed the vigors 
of unfettered free enterprise. Whether a recession will bring compromise or 
conspiracy will no doubt depend on its amplitude and its duration; but the longer 
it lasts and the deeper it gets, the less trustworthy private countervailing power 
will become as a guarantee of socially salutary compromise, and always it invites 
countervailing power in government. 


WHAT CAN BE DONE ABOUT IT? 


We have built power blocs into our economic structure with a political cement 


that is difficult to loosen. Captains of power are always reluctant to relinquish it. 
Few labor leaders or corporate managers would care to preside at the liquidation 
of their empires. Perhaps policy makers, backed by the people, i.e., all of us, can 
develop the determination, the insight, and sagacity essential to create an en- 
vironment more conducive to decentralization of economic power. The aim of 
such policy should be to nurture the dynamic elements in private capitalism. 
Power which impedes market forces should be curtailed, not strengthened. 
Limiting the power of trade unions is a delicate task of political surgery and, if 
the power of corporations is not similarly curtailed, it might endanger the health 
of the economy. Limiting the power of big business is equally delicate and more 
complex. An indiscriminate program of disintegration is neither economically 
feasible nor politically expedient. Case by case procedure is essential. Industrial 
structure and market behavior need careful analysis before the use of the surgical 
knife. Since a dynamic capitalism relies on the profit motive, penalization of 
mere bigness might well prove fatal. Hope lies more in guiding the future than 
in undoing the past. A practical program would involve not merely limiting the 
power of trade unions, but, among other things, it might involve centralizing 
the power to charter corporatons doing business in interstate commerce and 
limiting appropriately the use of holding companies, modifying our patent laws 
to insure a more competitive exploitation of technological innovations without 
impairing incentive, sponsoring more liberally technical research at public 
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expense and making its fruits available for exploitation on a competitive basis, 
revising our tax laws so as to encourage large firms to obtain funds for expansion 
not by reinvesting earnings but by competing for funds in the private capital 
market, and, finally, so modifying and enforcing our antitrust laws, not merely 
to prevent conspiracy, but to increase the number and viability of moderate- 
sized independent firms. 

Such a program is unlikely to appeal to vested interests which correctly tell 
us that you can’t set back the hands of the clock. But that is not the issue. The 
issue is whether the hands will move forward with the steadiness and regularity 
essential to progress and stability, be retarded by the dead weight of vested 
interests, or eventually accelerated by the impatient forces of political radicalism. 
Only time will resolve it. 








THE IMPACT OF MULTI-UNIT BARGAINING ON THE 
ECONOMY* 


TIPTON R. SNAVELY' 
Universtiy of Virginia 


I 


As defined by Webster, the word impact means a striking together or a collison 
communicating force. This would seem to imply certain effects or consequences— 
which may be direct and immediate or which may be incidental and relatively 
remote. In collective bargaining, as in other segments of economic theory,’ it is 
difficult to judge the direct results of a particular agreement and far more diffi- 
cult to determine the ultimate consequences to the economy. 

Narrowly construed, multi-unit bargaining is somewhat more limited in 
meaning than is the term industry-wide bargaining. The latter has been more 
commonly used and applies to all of the firms or employers of an entire industry.* 
There may be bargaining between a union and a group of employers, which by 
no means covers the whole of an industry, but which may have the effect of 
compelling the employers not included to abide by the terms of the contract. In 
the recent negotiations in the bituminous coal industry, separate bargaining 
apparently took place between John L. Lewis, President of the United Mine 
Workers, and the three associations of employers. The strategy followed was to 
formulate an agreement with two of these associations and thereby force the 
third, or more reluctant group, into a position in which the penalty for non- 
acceptance was loss of the market for its product. This sort of maneuvering on the 
part of the union is often designated as “‘whipsawing”’ and is obviously difficult 
to counteract in an industry that is widely dispersed or is markedly diversified 
in operations. On the other hand, the union may not be able to weld together its 
local members with sufficient power to bargain as a single unit. 

We may say then that multi-unit or multi-employer bargaining implies union 
bargaining with a group of employers and may or may not be coincident with an 
entire industry. There may be cross-currents or cross-sections in the pattern of 
bargaining, since the union may hold contracts with allied or subsidiary indus- 
tries or even with trades or businesses that have little relationship to the major 
industry. It should be noted that, especially in many trades and services, the 


* A paper read at the Twenty-second Annual Conference of the Southern Economic 
Association on November 15, 1952. 

1T am indebted to my colleague, Dr. George T. Starnes, for valuable suggestions in 
the preparation of this paper. 

? For example, the incidence and economic effects of taxation. 

?“In practice, industry-wide bargaining in this extreme form is rare in the United 
States. But something close to it exists in the railroad and bituminous coal industries, 
where for all practical purposes, the unions and the employers’ associations usually legislate 
for everybody in the industry—company and employee.’’ Leo Wolman, Industry-Wide 
Bargaining (Foundation for Economic Education, 1948), p. 8. 
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area of union activity is more likely to be regional or local, rather than national, 
in character. In the past decade, however, unions have accelerated their efforts 
to extend the sphere of bargaining beyond city-wide and regional areas in order 
to standardize wage-rates, hours, pensions and other fringe benefits, and working 
conditions. 

The patterns of multi-unit bargaining are so diverse that one finds it difficult 
to generalize on the assumption of uniformity and standardization in various 
industries. But it is manifest even to the casual observer that this type of bar- 
gaining is expanding at a rapid rate and that everywhere unions are endeavoring 
to increase their sphere of influence and power by this device. It was reported 
from a study made in 1947 that ‘“‘multi-employer bargaining is about equally 
divided between manufacturing and non-manufacturing industries . . . but that 
in only eight industries could it be regarded as industry-wide: railroads, coal, 
glass, pottery, stove making, wallpaper, elevator installation and repair, and 
installation of automatic sprinklers.’ The number of workers in these eight 
industries is in excess of two million. Not included in the above list are the 
United Steel Workers with a membership of around 1,000,000 employees, the 
United Automobile Workers with about the same number, the Machinists’ 
Union, the Brotherhood of Teamsters, United Electrical and Radio Workers, 
the Brotherhood of Carpenters, etc., which have strong bargaining power over 
a large range of industries. Probably five or six million workers are covered by 
agreements negotiated by multi-unit or multi-employer bargaining. 

Some economists have attributed the rapid growth of this form of bargaining 
to the desire of employers to protect themselves from whipsawing tactics and 
cut-throat competition. Under single-unit proceedings the union can reach an 
agreement with high profit firms and squeeze other firms in the industry by 
compelling them to standardize wage scales, fringe benefits and working condi- 
tions. Professor Witte concludes that employers have ‘‘pressed for such bargain- 
ing far more oftenthan the union.’’* An interesting development of this tendency 
is the administrative type of employers’ association that has evolved in San 
Francisco where a strike against any member of the association or any part of 
the industry results in a complete stoppage, under a master agreement, by all. 
For example, within the past two months the employees of a furniture store in 


‘Frank C. Pierson, ‘‘“Multi-Employer Bargaining: Nature and Scope,”’ Industry-Wide 
Collective Bargaining Series (University of Pennsylvania Press, 1948). Reprinted in Joseph 
Shister, Editor, Readings in Labor Economics and Industrial Relations (Lippincott Com- 
pany, 1951), Part III, Section B, p. 197. 

* Edwin E. Witte, ‘‘“Economic Aspects of Industry-Wide Bargaining,” Part III, Sec- 
tion B in Joseph Shister, op. cit., p. 204. Apropos of the wide divergence of organization 
on the employer side, Bloom and Northrop comment as follows: ‘‘A striking fact is the 
looseness and lack of cohesiveness which features many multi-unit bargaining agencies, 
often in sharp contrast to the unions with which they deal.’’ At the same time, they as- 
sert that “‘the lack of unity in the American labor movement may prove the most effective 
bar to the future expansion of multi-unit bargaining.’’ Gordon F. Bloom and Herbert R. 
Northrop, Economics of Labor and Industrial Relations (Blakiston Company, 1950), pp. 


213-214. 
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San Francisco went on strike. Since the store in question held membership in an 
association of 12 stores and operated under a master agreement, the other 11 
stores closed for the duration of the strike. The union appealed to the National 
Labor Relations Board, maintaining that such collusion on the part of an asso- 
ciation of employers is a violation of the National Labor Relations Act. On the 
assumption that the contention of the union has validity, the Board entered the 
case in Federal Court, but the decision of the Lower Court was adverse. It is 
understood that the Board will appeal the decision and, if necessary, take the 
issue to the Supreme Court for final settlement. It is a case that may have far- 
reaching consequences. 

The readiness of employers to accept multi-unit bargaining procedures during 
the War and in post-war years should not necessarily be regarded as indicative 
of their attitude in a more normal period. The less profitable units in an industry 
will find it difficult to meet wage standards set by leading firms if and when there 
is a return to buyers’ markets and competition becomes more severe. The funda- 
mental reason for an alliance between a group of employers and a labor union 
rests in the expectation that both wages and prices may be held above the com- 
petitive norm. Other factors are important, but it is primarily on this basis that 
strong employers appear to welcome multi-unit bargaining negotiations. 

Regardless of the apparent advantages to unions and employers resulting from 
multi-unit bargaining, it is important to inquire into the impact of this device 
on the economy as a whole. By and large, does it tend to achieve higher wage 
levels than could be obtained by single-unit negotiations? Does it result in uni- 
formity and standardization of wages and other costs on a broad regional or 
national scale? Does it introduce rigidities through monopoly or monopolistic 
practices that are passed on through prices to the consumer? Does it result in a 
curtailment of the supply of labor and disequilibrium in the utilization of re- 
sources in specific plants and industries, thereby forcing a larger supply of re- 
sources into enterprises which are not similarly restricted? It would appear 
that the enormous power gained through this form of bargaining is destined to 
have profound economic and social effects. 


II 


The trend toward multi-unit bargaining has been greatly accelerated since 
the end of World War II. As a result of certain restraints in the National Labor 
Relations Act of 1935, employers have been unable to oppose effectively efforts 
to organize non-union plants, while the tactics of the unions have been both to 
persuade and compel workers to affiliate with a union organization. Many of 
the most troublesome labor disputes over the past decade have arisen over 
questions of jurisdiction, that is, over the controversy of what union should have 
priority in the organization of a group of employees. Jurisdictional disputes have 
resulted in strikes, violence and bitter feuds which have stemmed primarily from 
the rivalry of union leaders. If multi-unit bargaining “embraces an enormous 
portion of American industry and includes a sizeable majority of 15,000,000 
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persons working under collective bargaining agreements,’’* what are some of the 
effects that may follow with respect to real and money wage increases, the 
standardization of wages, hours and working conditions, profit motives and in- 
centives, the location of industry, the creation of monopoly and the cartellization 
of industry, and the rate of growth in real national income? 

These various questions may be discussed under the following general divi- 
sions: (1) The power of labor organizations through multi-unit bargaining to 
increase real wages and achieve other economic gains; (2) the concomitants of 
joint-monopolistic practices between union and employers; (3) the effects of 
rigidities created by multi-unit bargaining on potential growth and development 
of the economy. 

The attitude of the classical economists toward the first of these considerations 
may be noted briefly here. They held that the basis for real gain to employees 
rests in a general advance in productive efficiency, bringing a greater quantity of 
tangible output. They wrote under certain assumptions, however, one of which 
par excellence was free competition, and it may be argued now that, granting the 
existence of prevailing elements of monopoly and monopsony, their conclusions 
are no longer tenable.’ Under a competitive regime, if prices by reason of an 
increase in wages are raised above the point of intersection of the marginal cost 
and marginal revenue curves, the employer will suffer a loss. It follows that there 
will be some drop in employment by the firm, the amount depending upon the 
elasticity of substitution in supply. Wages of course ought to rise pari passu 
with an increase in the productivity which results from greater efficiency and 
technological progress. It is estimated that the average increase in overall pro- 
duction has been for several decades about 2 per cent annually, and that in 
manufacturing industries the growth has been at an annual rate of 3 to 34% 
per cent. Certainly labor should receive a proportional rise in real income. 

Under multi-unit bargaining, can unions exert more severe pressure and 
thereby force higher real wages than are warranted by the actual growth in 
production, or, that is, in the rise of real national income? Let it be postulated 
that through such bargaining monopolistic conditions are present. It follows 
logically that, although there will be some decline in employment and a “dis- 


6 Ibid., pp. 211-212. The authors define multi-unit bargaining to include first the form 
of bargaining which occurs when a “‘single management controls two or more plants which 
are organized by a single national union,’’ and second when bargaining exists ‘between 
one or more national unions and a representative of two or more managements in a single 
industry.’’ Examples cited of the first type of bargaining are the negotiations between 
the United Automobile Workers and the General Motors Corporation, the United Steel 
Workers and the United States Steel Corporation, and the United Electrical, Radio and 
Machine Workers and the General Electric Company. The second type may be local, re- 
gional or national in extent, local multi-unit bargaining being “by far the most common.” 
Examples of such bargaining on a national basis include anthracite and bituminous coal, 
railroads, pottery, glass and several other industries. [bid., pp. 208-212. 

7 Some economists maintain that the insertion of government into the operation of 
an exchange economy introduces ‘“‘additional complications” and ‘‘may basically alter 
the interproduct structure of demands.”’ See, for example, E. T. Weiler, The Economic 
System (Macmillan Company, 1952), p. 247. 
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tortion” in the allocation of resources, it will be possible to a limited degree to 
raise and maintain wages above the normal increase in productivity. But we 
should hasten to say that this can be done oniy for relatively small segments of 
industry and that, beyond this, inflationary forces inevitably sweep in to nullify 
the apparent gains. Furthermore, the monopolistic advantages enjoyed by pro- 
tected segments of labor can be taken from two possible sources only: First, 
from higher prices paid by consumers who are not in a similar situation, and 
second, from profits of the employing firms. Obviously, the possibility of ob- 
taining higher real wages from both of these sources is limited. Only a fraction of 
the 63,000,000 gainfully employed workers could hope to receive a differential of 
substantially higher incomes, drawn from higher prices paid by those who are 
less favorably situated. Frequently union economists and leaders affirm that 
it is possible to force up real wages by 10, 15 or 20 per cent annually, but such 
‘hopes would seem to be unfounded, except in special instances, and these would 
_ have little bearing on the general economy.’ A derivative of this reasoning is that 
unorganized groups can be saved from injury by uniting for themselves, but this 
argument requires an explanation of the source from which a simultaneous in- 
crease in real wages straight across the board can be obtained. 

The spectacular victories won by unions through multi-unit bargaining in a few 
major industries lead to a demand for equivalent or better terms of settlement 
in other industries. The counter effect on employment may not be observed 
immediately. Whether justified or not, the opinion prevails that successive wage 
increases secured by the United Mine Workers in the bituminous coal industry 
have resulted in considerable underemployment of miners and a rapid substitu- 
tion of oil and gas for coal. In a time of high prosperity, if the demand for labor 
persists in spite of a disproportionate rise in wages throughout the economy, the 
pressure toward price inflation will be great and arbitrary price controls will 
become difficult to enforce. It is naive to suppose, barring a dictatorship in 
government, that marked advances in wage costs will not be followed by strong 
efforts to increase prices, provided also that the higher costs cannot be absorbed 
through a readjustment of productive resources. 

Some economists have asserted a priori that unions have been the instrument 
of lowering rather than elevating the general level of wages. It is argued that the 
policy of standardizing wages for all firms or plants in an industry means the 
establishment of a level that will permit marginal firms to operate, thus enabling 
the more successful firms to enjoy a higher ratio of profits than they might obtain 
under single unit bargaining. This contention is bitterly attacked by union 
officials. At a conference held in 1951, Mr. Otis Brubaker, Director of the Re- 
search Department of the United Steel Workers, in referring to the accusation 


8 “Tt is a rather strange paradox that the stronger unionism becomes and the broader 
its scope in industry, the less effective should it become as an instrument to raise the real 
income of organized labor. Yet union leaders will have to realize that annual wage in- 
creases of 10 per cent cannot be reflected in an equal rise in labor’s real income.’’ Gordon 
F. Bloom and Nathan Belfer, ‘‘Unionism and Real Labor Income,’’ Southern Economic 
Journal, January 1950, p. 298. 











450 TIPTON R. SNAVELY 


a2 labor unions were responsible for having held down the level of wages in 
ihis country said: “I hope we are not going to be killed by our friends in that 
fashion.” In treating a different facet of this question, Mr. Brubaker remarked: 
“T know that this charge has been true to a certain degree, but I hope to qualify 
it to the extent that it makes a little sense. Yes, we do have collective bargaining 
contracts. They run until December, 1951, in steel. We cannot get a wage in- 
crease between now and December, so between now and December we are holding 
wages down for all we are worth, but do not accuse us of anything more than 
that.’” 

Professor Friedman believes that both the public and economists are prone 
to “‘exaggerate greatly the extent to which labor unions affect the structure and 
level of wage rates’’ and the allocation of resources.'® He reasons that, especially 
over time and depending upon the proportion that labor cost comprises of total 
cost, the entrepreneur will substitute other factors for labor and consumers will 
find alternative means of satisfying their wants. Using the device of joint-demand 
analysis, he reasons that in important instances unions have been given credit for 
wage increases that, at least in part, would have occurred anyway. 

Pursuing this analysis, Friedman concludes that those craft unions in which 
the aggregate of wages is but a small part of total cost, are in the most strategic 
position to lift wage levels.'' Since a relatively small minority of workers belong 
to unions which are able to impose restrictive measures and raise wages to an 
important extent, he finds that no more than 10 to 20 per cent of the labor force 
“can be suppossed to have had their wages significantly affected by the existence 
of unions.”’ Thus he arrives at the final estimate that around 10 per cent of the 
workers may have benefited by 15 per cent in higher wages as a result of union 
action, thereby causing a reduction of 1 to 4 per cent for the remaining workers. 
It follows that the power of unions to alter the wage structure would appear to 
be less than is generally supposed. Whether these figures are too low is debatable, 
but it should be remembered that the impact of multi-unit bargaining is by no 
means limited to the factor of wages. Excluding political and social activities, 
unions are constantly expanding their efforts to obtain advantages in the form of 


* Otis W. Brubaker in Defense, Controls and Inflation (University of Chicago Press, 
1952), p. 244. Mr. Brubaker continued on this theme as follows: ‘“‘Apparently there is an 
immediate corollary of this theory that wages have been held down by unions,”’. . . which 
has not been given quite such explicit statement today, namely, that the questions which 
labor unions play in the setting of wages in this country, is, to put it mildly, virtually 
nil.’ Ibid. 

1° The author holds, however, that unions would have economic importance even though 
their efforts to influence wage rates were quite unsuccessful. This could arise from ‘‘fric- 
tional effects’’ in the form of strikes and industrial warfare, but again these effects are 
believed to be exaggerated in the public mind. The entire chapter of Professor Friedman 
in this collection of essays deserves careful study by those who are interested in the labor 
problem. Milton Friedman, ‘“‘SSome Comments on the Significance of Labor Unions for 
Economie Policy,’? David McCord Wright, Editor, The Impact of the Union (Harcourt, 
Brace & Company, 1951), p. 204ff. 

1 In its drastic control of entry and, therefore, ot the number of doctors, the medical 
profession has many of the earmarks of a craft union. 
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the shorter working day or week, higher pensions, more paid holidays, insurance 
and hospitalization benefits, improved working conditions and in manifold other 
ways.’ Who can determine the costs of these “fringe’’ provisions in union con- 
tracts, and even more elusive, what have been the costs to industry of strikes, 
picketing, lockouts and similar union practices?!” 

There are some economists and many union leaders who do not accept the di- 
rect relationship of costs to prices as a principal governing nexus in the economy, 
wages usually being the major factor of costs, but who emphasize money costs 
as income or purchasing power. They stress the necessity of maintaining the 
circuit flow of income in such a way that the total product will be taken from the 
market and that the rhythm of the productive process will not be interrupted by 
periodic disequilibrium and unemployment. Increases in wages may be essential 
for holding up purchasing power, even though it may engender a “‘mild”’ infla- 
tionary trend. Advocates of this doctrine tend to distinguish “between wages 
and other kinds of income on the ground that wages constitute income destined 
quickly to be spent,” in contrast with other forms of income which may be kept 
in idle funds, that is, hoarded. The validity of this theory hinges on the desirabil- 
ity of an arbitrary redistribution of income and whether this approach is pref- 
erable to other media for achieving the purpose, for example, taxation. One of 
the dangers in implementing the theory with policy is that it may stimulate a 
tendency toward unbridled inflation. 


Il 
Let us turn now to the monopoly aspects of multi-unit bargaining. What does 


the growth in power of this type of unionism since World War II mean for the 
national economy? Is the former attitude of neutrality by government as be- 
tween business and labor to be abandoned?" Some economists extol the virtues 


2 The following excerpts from the discussion of Friedman’s essay in The Impact of the 
Union (pp. 235-238) are of interest: 

“Knight: At whose cost do the unions get their higher wages? How do you know how 
many have got their wage increases by union action? It may be 10 per cent. But even so 
it may fall on people a lot poorer than they are on the average, and it probably does.” 

“Friedman: I am not arguing that this is a good thing.”’... 

“Friedman: Unions, I argue, have not had an extremely important effect on the struc- 
ture of wage rates. It does not follow that they raise no social problems now or 
in the future.” 

“Haberler: And if it were true that unions could not affect wage levels significantly, ° 
say, in the coal field, then I would say let us abolish them. I would draw exactly the op- 
posite conclusion from what you say is the logical one because certainly unions are de- 
structive.” 

‘‘Boulding: The economic aspects of unions are not the important ones.”’ 

‘Haberler: It is the economic aspects we are discussing. If you say the union is not 
worth while because wages would rise anyway to the same level, then I say, ‘Let’s abolish 
them.’ ” 

“Friedman: I don’t disagree with that.” 

13 In reference to the resort to politics by labor unions, Professor Samuelson has re- 
marked: ‘‘And that the state itself can—for worse or better—greatly alter economic re- 
ality, no one in this country will deny.” See The Impact of the Union, p. 342. 
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of a free competitive market, including labor, and would eliminate monopolistic 
practices. Others are convinted that some degree of monopoly is inevitable in 
large-scale industry and that multi-unit bargaining serves to counterbalance the 
power of employers. Most economists take an intermediate position between the 
“ideal” of free competition and an economy that is crusted with rigidities and 
monopoly controls. They would agree that “labor power like corporate power 
must be subject to restraints for the public welfare,” that unions have come of 
age and must accept the responsibility that goes with great power. 

The membership of labor organizations has had a phenomenal expansion since 
1935, increasing from about 3,650,000 to more than 15,000,000 workers today. 
This enormous growth in dues-paying members gives unprecedented bargaining 
strength to union leaders. It also means great financial power. In recent years 
some of the largest contributions made to political parties have come from labor 
organizations. It is self-evident that through the strategy of multi-unit bargain- 
ing, unions are increasing their monopoly power and are expanding and tighten- 
ing numerous restrictive measures. It is questionable whether the United Mine 
Workers, by single-unit negotiations could have won the present wage scale and 
other advantages in the coal industry and whether the degree and pattern of 
uniformity applicable to all union mines, North and South, could have happened. 
This is likewise true in steel and other industries. There is grave doubt as to 
whether the supposed gains in standardization and uniformity throughout an 
entire industry are not more than offset by losses in incentive, initiative and 
opportunity for change. The goal of stability can hardly be in the public interest 
if it chains the hands of both employers and employees in a static world. 

We need strong trade unions, but we do not want “restriction of access to an 
occupation and deliberate reduction of the amount of output per worker per 
day.’”’ We do not want the strong trade union to add to “‘real costs by restriction 
of output through working rules, .. . by the prevention of the adoption of labor- 
saving methods of production, by interference with efficient management by 
protecting the inefficient and the unfaithful worker against discharge, and, no 
doubt, by still other means.’’"* Through policies of restriction, coercion and collu- 
sion, the optimum allocation of resources can be seriously distorted. 

Not only does multi-unit bargaining promote a stultifying uniformity in the 
wage structure of individual firms, but it also tends to eliminate geographical 
differentials that have developed over the years under competitive conditions. 
The presumption is that there is a genuine market justification, at least in part, 
for the existence of such differentials. As Professor Dunlop has said, “A policy 
to eliminate all differentials is in error, for it would act as a tariff barrier to 
movements of capital equipment and wage earners themselves. At the other 
extreme, not every differential is justified.’’* The fact that there may be uniform 
prices on a regional or national basis hardly establishes the claim that there 
should be a like uniformity in wages. Price stabilization applies to a limited 

% Jacob Viner, Wage Determination and Economic Liberalism (Chamber of Commerce 


of the United States, 1947), p. 25. 
16 John T. Dunlop, ibid., p. 39. 
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range of commodities carrying a brand name or trade-mark. In most instances 
substitute commodities are available, but this may not be true of union wage 
rates. Not only so, but one of the main arguments in support of uniform prices 
is the inflexibility of labor costs in the face of destructive price competition.'* 
“Wage standardization,” says Professor Van Sickle, “‘is the end goal of industry- 
wide collective bargaining and it must be judged on this basis.’””” 

Controversy has arisen over the question of what is the major objective of 
unions in multi-employer action. Some writers hold that union policies are 
“avowedly to press for all that the traffic will bear’’ in the form of higher wages. 
Dunlop attempts to apply the maximization principle to trade unions, maintain- 
ing that they generally aim to maximize the money income of their members. 
Objection to this dogmatic position is made by Lester and others, who hold that 
other motives are dominant in union policies. In the opinion of A. M. Ross, 
the behavior of unions is determined by political considerations, and Lester 
states that “unions, however, are political institutions, whose leaders are inter- 
ested in maintaining their positions and in the growth and reputation of organ- 
ization, rather than merely in obtaining a maximum lifetime income for the pres- 
ent membership.’”"* The truth probably lies in some intermediate area, for while 
the principle of maximization of income is typically dominant, the principle 
may be compromised by expediency when occasion requires it. 

Multi-unit bargaining can become a powerful magnet for collusion between 
unions and employers. Cooperation between management and the union may 
come at too high a premium if it means the removal of effective competition as 
the guiding principle of our economy. Faced with the stark reality of this trend, 
some economists have become pessimistic about the future of democratic govern- 


ment itself. They foresee the development of syndicalism or some form of a 
socialist state. In a recent book by C. E. Lindblom the thesis is advanced that 
“unionism and the private enterprise economy are incompatible.’ It is the 
chief purpose of a trade union, says Machlup, “to obtain monopolistic advan- 
tages for its members.”’ Leo Wolman asserts that, “‘the theory on which the 
national union operates is essentially monopolistic.” As a rebuttal to these 


16 Professor Lester defends uniform wage policies as follows: ‘‘Actually, it is extremely 
difficult to argue that the price of labor should vary from locality to locality when the 
worker’s tools or equipment, the materials he works on, and the products he makes all 
carry uniform prices regionally or nationally and when many of the goods he purchases— 
(clothes, food, household equipment, building supplies, etc.) likewise are sold at uni- 
form prices geographically.’”’ R. A. Lester, ‘‘Reflections on the Labor Monopoly Issue,”’ 
Journal of Political Economy, December 1947, p. 524. 

17 John V. Van Sickle, Problems in American Civilization (Heath & Company, 1950), p. 42. 

18 For a helpful discussion of this ‘‘large-scale controversy,’’ see M. W. Reder, ‘‘The 
Theory of Union Wage Policy,’’ Review of Economics and Statistics, February 1952, p. 34. 

1% Charles E. Lindblom, Unions and Capitalism (Yale University Press, 1949), p. V. 
Van Sickle says, ‘“‘Extended observations of developments here and abroad have brought 
me slowly and reluctantly to the conclusion that the chief threat to private enterprise 
and hence to political democracy comes today from the side of organized labor. This threat 
is due purely and simply to the fact that organized labor has too much power.’’ Commercial 
and Financial Chronicle, Vol. 170, Thursday, August 25, 1949, p. 754. 
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fears of large combinations of labor under a democratic government, Dunlop 
thinks “it is high time that Lindblom, Machlup, Wolman, et al., ‘put up or 
shut up’ on the consequences of unionism éo date for the structure of wage rates 
in this country. The position that there has been significant distortion and arbi- 
trary movements in the wage structure can be rejected.’° Dunlop believes in 
great possibilities by government mediation. 

In the writer’s opinion recent developments do not give assurance that the 
role of government should merely be one of mediation. Nor does it seem prudent 
to leave to executive action the sole responsibility for the settlement of strikes 
in such giant industries as steel, coal and the railroads. The temporary seizure 
and operation of such industries by the President is not a solution. There is 
need for cooperative effort by Congress, the courts and the President. During 
World War II, says Professor Stocking, ‘‘in some instances, notably coal, govern- 
mental control contributed directly to the enhancement of union power, indeed 
to the creation of a monopoly over the labor market.’’' This same power should 
be wisely restrained by action of Congress, just as the anti-trust laws prohibit 
business combinations in restraint of trade. Through multi-unit bargaining the 
balance of power is becoming heavily weighted on the side of the union. The 
public welfare requires that this power be more evenly divided and that flagrant 
abuses be curbed, even though trade unionism “is not demanding the abdication 
and displacement of capitalism.’ The heart of the labor problem is monopoly 
control, that is the centralization of economic power in the hands of union leaders, 
and the possibility of concerted action between unions and employers. In the 
words of H. Gregg Lewis, ‘‘a more fruitful approach to labor-monopoly legisla- 
tion is, I believe, that of limiting the size of collective bargaining units and 
making collusion among them unlawful.’ It was not the purpose of the Taft- 
Hartley Act to break up union monopolies, but to aid in the settlement of labor 
disputes and, as Mr. Lewis states, to eliminate or regulate various bad practices. 
The monopoly power of unions can be attacked by new legislation or by an 
amendment to the present anti-trust law. Referring to the recent coal strike, 
Chairman Archibald Cox of the Wage Stabilization Board declared: “Both the 
union and their leaders must know that freedom—their freedom—cannot survive 
when the supremacy of law is challenged by naked power.” The law to deal effec- 
tively with this and similar cases is yet to be passed. 


IV 


What will be the effects of multi-unit bargaining on economic growth and the 
potential of the standard of living? We know that growth means change and that 


* See the review of Lindblom’s Unions and Capitalism by John T. Dunlop, American 
Economic Review, June 1950, p. 465. 

* George W. Stocking, in Defence, Controls and Inflation (University of Chicago Press, 
1952), p. 287. 

2 Theodore Levitt, ‘Institutional Ultimates in American Labor Unionism,”’ Southern 
Economic Journal, July 1952, p. 65. 

* H. Gregg Lewis, ‘“The Labor-Monopoly Problem: A Positive Program,”’ Journal of 
Political Economy, August 1951, p. 278. 
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change requires an outlet for innovation, invention and the propensity to take 
risks. There must be opportunity for the creative mind and the adventurous 
spirit. The door must not be closed to the pioneer in business—the man who can 
discover a more efficient combination of resources and make possible the full 
utilization of labor as population grows. The crux of the situation is the attitude 
of the unions toward the human elements of incentive and creative ability, as 
multi-unit bargaining becomes dominant in our economic system. 

Mr. Neil Chamberlin suggests that the improvement in morale by the union 
has offset to some extent its adverse effects upon output. But he thinks that ‘the 
pecuniary incentive, both positive and negative, has been weakened .. . and 
nonpecuniary incentives have been strengthened only incidentally.’’* He quotes 
from the British journal, The Economist, to show that in England payments are 
no longer commensurate with results, that the advantage of skill is decreasing 
and that ‘‘the whole effect of the growth in strength of the trade union move- 
ment—indeed, one can say its deliberate intention—has been to divorce the 
worker’s income (or at least his cash income) from any dependence on the effort 
he makes.’ 

In seeking what appear to be legitimate social and economic goals, unions are 
most likely to slow the normal rate of change and to retard progress. These goals 
are safety, seniority, security and equality. Laudable in themselves from the 
point of view of the individual, the pursuit of these goals tends to lessen personal 
responsibility, creative effort and the consequences of failure. Standardization of 
worker output leads to a survival of the unfit instead of high performance by 
those who are ablest and best qualified. The rapid emergence of many local 
unions into a few giant organizations has created ‘power blocs” that may 
threaten the existence of democratic government itself. One of the most sinister 
aspects of union policy is the restriction of entry into occupations by means of 
the closed union, the closed shop and other devices. If the entire economy should 
gradually become stratified with elements of monopoly, what opportunity would 
be left for the individual in a free enterprise economy ?** 

It seems quite clear that the national economy stands to lose much in economic 
growth and welfare by curtailing freedom of entry and ease of movement in 


* Neil W. Chamberlain, Collective Bargaining (McGraw-Hill Book Company, 1951), 
p. 388. 

% Ibid. 

2% The writer served for a number of years as a member of the State Milk Commission 
of Virginia. At a public hearing in the City of Lynchburg, a citizen rose to ask whether 
his son might be granted a license to open a dairy for the production and sale of fluid milk 
to one of the distributors in that market. There was no question involving the competence 
of the son as manager or the approval of the dairy farm. However, the Commission re- 
plied that under the state law and the regulations of the commission, a license would not 
be granted so long as the existing producers supplied consumption requirements. The 
justification for such a restriction of entry was to construe the milk industry as a quasi- 
public utility. Even so, if limitations were placed on entry to all businesses and occupa- 
tions, requiring each person to stand in line as it were, and wait his turn, what would be 
the effect on initiative and enterprise? 
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industry. Unjustifiable union practices of uniformity and standardization of 
wages, hours and working conditions can hamper economic progress. Perhaps 
the South and other regions are in a peculiarly vulnerable position in respect to 
the adverse effects of such monopolistic controls. In speaking of the effect of the 
advancement of labor unions in the South, to the level of that existing in the 
rest of the country, Professors Hoover and Ratchford conclude that “such a 
development which would match the power of labor against organized industry 
would be fraught with serious consequences. When such a development had 
reached its culmination it would be idle to talk any longer of prices and costs, 
profits and wages as determined primarily by the action of the free market, if 
indeed it is appropriate to talk in this way now.’ 

On the question of economic growth, as elsewhere, it is necessary to judge 
between competing ends or goals. With scarce means not all desirable objectives 
can be satisfied. But we need to recognize frankly that “growth comes through 
change; change and opportunity require spontaneity and incentive; spontaneity 
and incentive require differential rewards and a great deal of uncoordinated 
competition.’”™ 


v 


Multi-unit bargaining on a national or regional basis has had a phenomenal 
rise in the United States since the end of World War II. Employers have been 
no less responsible than labor in the development of this type of union bargain- 
ing. The enormous power gained by labor organizations through multi-unit or 
multi-employer bargaining seems destined to have profound economic and 
social effects. Both the elassical and neo-classical writers have sanctioned the 
gains accruing to labor through collective bargaining, in so far as these might be 
attained without violating the free operation of the competitive system. They 
held, however, that the possibility of such gains is limited and that the effort to 
force up real wages beyond the rate of increase in the production of goods and 
services would result in inflation. Small segments of labor, by restriction of the 
number of workers, could receive a differential of substantially higher incomes 
drawn from other consumers, that is, mainly from the workers themselves. The 
larger these segments become, the smaller would be the monopolistic differential. 
The aim of union leaders to lift real wages at a rate of 10, 15 or 20 per cent annu- 
ally is beyond practical realization. 

The power vested in union leaders through multi-unit bargaining must be 
made subject to restraint in the public interest. Through this device unions are 
increasing their monopoly power and are expanding and tightening various 
restrictive measures. Through policies of restriction and a stultifying uniformity 
the optimum allocation of resources can be seriously distorted. The monopolistic 
power of the unions should be restrained by legislative action, just as the anti- 
trust laws prohibit business combinations in restraint of trade and collusion 

™ Calvin B. Hoover and B. U. Ratchford, Economic Resources and Policies of the South 


(Macmillan Company, 1951), p. 413. 
% David M. Wright, The Impact of the Union, p. 385. 
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between unions and employers should be made unlawful. Economic growth 
means change and an outlet for innovation, invention and risk-taking. The door 
must not be closed to the human elements of incentive and creative ability. 
Cyrus 8. Ching, who recently retired as head of the Federal Mediation and 
Conciliation Service, is reported to have said that there are a number of labor 
problems to which he does not know the solution—one of these problems being 
the big industrial unions in coal, steel, automobiles and the rubber workers. These 
unions have the power to “squeeze out the little fellow in labor and the little 
fellow in business.” Mr. Ching does suggest that it might be a constructive 
approach to look at all labor questions as problems in human relations. 





CAPITALISM AND THE RULE OF LOVE* 


CLARENCE PHILBROOKt 
University of North Carolina 


“A spectre is ceasing to haunt Europe and the West—the spectre of capitalism. 
Little longer will it rattle its chains at those who try to make a better world.” 
The Communist Manifesto, if slightly revised for today, might well open with 
these words. Yet such a statement would be consistent with the thinking of a 
large group to whom Communism itself is a dread spectre—a crucially large pro- 
portion of the intellectuals of the United States. 

Many are content to argue simply that the end of capitalism is now inevitable. 
The conditions necessary for its existence are gone, they say, and we cannot 
“turn the clock back”: capitalism is no longer a live option. Probably few, 
however, would strongly press this notion but for the fact that they believe the 
change to be desirable. As a means of promoting the decline of the old system, 
assertion of inevitability is an effective argument. In these days of vast uncer- 
tainty about principles, few are willing to espouse a losing cause; the way to win 
support is to create an appearance of power. Under questioning, those who rest 
upon this reasoning usually do make clear that they welcome the fall of capital- 
ism. Moreover, many others are avowedly glad to see the capitalistic system go 
down, but forthrightly consider its obliteration to depend upon our wishes and 
resulting actions. Thus the real issue is whether the departure from genuine 
capitalism—private enterprise—is good or bad. Given our currently ruling atti- 
tudes, the system is indeed probably doomed; but there can be no serious doubt 
that its decline is largely due to the fact that we simply do not have a consensus 
to the effect that the old ways are worth retaining. As to whether capitalism 
actually is or is not desirable, the extreme difficulty of arousing properly focused 
discussion of this question is one of the most profoundly disturbing facts of our 
day. 

The most desperately needed focus of discussion requires the following con- 
sideration. No social movement—be it the rise or decline of Christianity, of 
Catholicism, of Protestantism, of the welfare state, or of capitalism—can be 
supposed free of scoundrelly self-seekers. For present purposes we need not speak 
of the role of such men. They must be dealt with; but there is little hope of success 
unless those of us who search for the means to the good society can reach a 
consensus. We may speak until further notice, then, of and to only those who 
mean to take ethical considerations seriously. Now, one way or another the 
beliefs of men highly sensitive to ethical values have, whether “religiously” 


* This article was written with non-economist readers in mind. With some reluctance 
the author released it for publication here, influenced by argument that the controversy 
invited by its substance, while anything but new in a calendar sense, remains unfinished 
business of the first order among students of political economy. 

t Mr. George M. Woodward, Major Robert L. Bunting, and Dr. Edwin J. Stringham 
have given most generous help toward narrowing the range of defect of this paper. 
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orientated or not, converged in the conception of universal brotherhood—of 
universal love. Social arrangements are, according to this view, to be judged by 
the degree to which they are in keeping with that principle. It is to opponents of 
capitalism who conceive their opposition to stem from such an interest that this 
discussion is directed. In so far as such persons have influenced events, it is fair 
to say that the reason for the decline of capitalism has been a growing desire to 
bring about conditions more in keeping with the rule of love. Now, in spite of the 
strong appeal of this motive, the conclusion to be offered here is emphatic: the 
destruction of capitalism would constitute a tragedy to the human species. It 
must be made equally unambiguous, however, that this conclusion in no way 
requires repudiation of the fundamental ethic of love. Much of the argument 
involving persons who stress this ethic runs in terms which suggest on their part 
a belief such as the following. Either men are interested in ethics or they are not. 
If they are, ipso facto they will repudiate capitalism. If they are not, only then 
may they support it. The fallacy of thinking in terms of such a simple dichotomy 
must be recognized. The belief expressed here rests on the only ground which 
ultimately can support a preference for a particular social system: that capitalism 
does less violence to the rule of love than would any other system so far con- 
ceived. 

To perhaps most critics of the capitalistic system it will appear that the desire 
to give greater sway to brotherly love not only would be capable of leading to 
the destruction of capitalism, as we have suggested it has in fact done, but 
actually must do so if given any significant expression at all. To them it will 
appear that subjecting so evil a thing to any institutional embodiment of love 
would be like confronting Mephistopheles with a crucifix. The matter is not 
quite that simple. However, it is true that, although their realization does not 
require it, our finer aspirations may, and latterly do, result in practices such 
that in their presence that fiendishly ingenious and productive Lucifer, private 
enterprise, will faint and fail. 

Broadly speaking, our manner of bringing the private-enterprise system to its 
present precarious state consists of the act of governmental determination— 
direct or indirect—of the prices or the quantities of commodities or services, in- 
cluding the services of productive resources. By indirect governmental deter- 
mination is meant the deliberate placement of an individual or a collectivity in 
a position to fix the price or the quantity. Myriad examples of destructive action 
spring to mind: resale-price maintenance laws, tariff protection of industries, 
control of foreign exchange rates, price floors and ceilings for specific commodities 
and services, government organization of farmers for collusive fixing of outputs, 
encouragement of labor monopolies, and the like. 

To most it comes as a shock to hear an assertion that such actions are de- 
structive. What could be more reasonable, they think, than to change the various 
elements of the economy so as to do social good? And if indeed such actions do 
destroy the system, what of it? Is man made for the system, or the system for 
man? Such reactions suggest insufficient contemplation of the role of systems, or 
institutions, in society. Let the following proposition be considered: there is not 
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one single institution but sometimes brings results which we should, if we knew 
all the facts, consider evil; and concerning each we agree that we must accept 
from it some evil for the sake of the net good it does. Who would dare maintain 
that justice is in every case aided by the right of habeus corpus, by freedom of the 
press, by jury trial, by the institution of marriage, by punishment of theft and 
homicide? Yet who would, on account of the certainty that these systems often 
yield bad results, advocate casual departure from the rule? In nearly all spheres 
but the economic we universally take for granted that a system, in order to sup- 
ply the poor best which human devices can provide, must be allowed to operate 
according to a logic of its own. 

Institutions which we can meaningfully speak of reforming probably always 
can be described as sets of signals and incentives: signals to tell individuals what 
they are to contribute toward the performance of some social function, and in- 
centives to perform the actions called for. If a system (institution) is altered, 
the change must be made with care to see that the necessary functions are pro- 
vided for by means of specific signals to specific individuals, along with incen- 
tives to action. Moreover, the manner of operation for the performance of one 
function imposes some kind of limitations upon the types of change in the manner 
of performing some other function, in exactly the same sense as the gear arrange- 
ment on an automobile rules out shifting into reverse while moving forward. 
Thus, for any system which is to be improved rather than eliminated, while 
certain types of reform are appropriate, others are inappropriate simply because 
they violate the essential mechanism, even though in a partial view they do 
good. 

Now the private-enterprise system is one of our numerous and always highly 
imperfect sets of signals and incentives, and as such has a logic of its own. Money 
incomes are in effect books of ration coupons, and are to be distributed in a 
manner as just as we can manage, all things considered. Each person is to choose 
his own combination of goods, subject to the condition that the total of the indi- 
vidual rations of any commodity must add up to the amount available to society. 
If all of us together are trying to use more than that, the fact is signaled by a rise 
in price which furnishes an incentive to each of us to help serve the social need 
by cutting corners—economizing—in the use of this relatively scarce commodity. 
In a similar process any productive resource (for example, labor, coal) also is 
“rationed.” The “ration coupons” received by a business man for his goods are 
evidence that he is to that extent the agent of members of the public for purposes 
of exerting their claims to the use of resources for producing what they want. 
With these ‘coupons’ business men bid for each kind of productive resource 
until a price is set upon it which “rations” that resource among different com- 
modities according to the desires of the public. The price of the resource too is 
both a signal and an incentive: s rise signals that products of the resource are 
more wanted than before in relation to the amounts available and that society 
therefore needs to have this resource economized more drastically. The incentive 
to help society economize arises from the fact that the business man can now get 
more product for his expenditure by substituting some of the less scarce resources 
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and that the higher costs bring about higher prices for the products of the scarce 
resource. Thus, the process and the possibility of social economizing through 
private enterprise depend squarely upon our allowing prices to be fixed by the 
market. 

In spite of the essential character of the private-enterprise system, recent 
economic reforms have to a marked degree leaned upon group interference with 
individual prices and quantities. Most of our intellectuals, includ’ .« many econo- 
mists, enthusiastically support these reforms, and many call for more. What can 
we make of the implied urge toward the destruction of capitalism? Let us con- 
sider a parable of pigs. 

Tom Jones insisted that I should exchange my visible pig for the one in his 
poke. He correctly pointed out what a mangy beast was mine, and called down 
the laughter of assembling passers-by upon my hesitancy to trade. He now and 
then allowed to protrude, through a small rent, the tail or an ear or the snout, 
to each of which he pointed with pride; but he became quite infuriated at my 
insistence upon seeing the whole pig. The crowd, moreover, shared the irritation. 
To be sure, for all that any single member of the throng really knew, if he himself 
had actually seen Tom’s pig, he might have agreed that I ought to retain my 
own poor creature. Each, however, seized upon his private picture of the poke 
pig. Each did not, on the other hand, picture a whole pig, but the pig in his mind 
had such fine hams, or such beautiful jowls, or such excellent bristles, or what 
not! Thus, perhaps no member of the crowd would himself have preferred to my 
pig the one in the mind of anyone else. Still more likely, no one would have 
wanted an animal consisting of a composite of all the features imagined by indi- 
viduals. Yet, in sheer terror of the throng, I came to feel that my pig would be 
torn from my arms unless I showed that any pig which could possibly be in that 
poke must be worse than mine. That is approximately the position in which we 
find ourselves, we few who still really believe in the enterprise system. 

It is impossible, of course, to discuss all pigs which conceivably might be in 
the poke. Indeed, it is shocking that the crowd should force me to try to do so-— 
that it should deride me for hesitating to trade and not Tom Jones for refusing to 
show his animal. Any Jones may reasonably ask that I consider the flaws of my 
pig, which are indeed grave; but if he is to ask serious consideration of any ex- 
change, a minimum requirement upon him is that he shall, first, show awareness 
of the parts which a pig must have in order to live and, second, show that his 
pig has those parts. 

Fortunately we can, if we but will, derive crucially important insight simply 
from this reluctance to open the poke, in conjunction with the fact that much 
trading has already been forced. In our parable we have till now taken for granted 
that there was in the poke a functioning pig of some sort, which I was to receive 
intact. Actually, the case was somewhat different. The throng partially dismem- 
bered my pig. It then repaired the damage by allowing various persons to reach 
into poke after poke, snatching out individual parts to be grafted upon my 
animal. My cries that the parts did not fit were ridiculed: were we to treat as 
sacred the products of blind evolution, as if a benign hand had wrought their 





462 CLARENCE PHILBROOK 


symmetry? My appeals for closer inspection of the parts were considered to be 
nothing but hypocritical delaying tactics mixed with escape into poetic contem- 
plation of anatomy. My cry of “Tiger claw!” was thought to be largely an effort 
to deprive the animal of the fine hoof in which I said the claw was concealed. A 
perverse objection to his having an excellent tusk was supposed to account 
mainly for my saying it was a snake fang. As the analogy suggests, we have, by 
our administrative manipulation of individual prices and quantities, thrown 
awry our old set of signals and incentives; but we have outlined no new set, to 
say nothing of inspecting—or even being tolerant toward efforts to inspect— 
each member with care to see whether the collection we have really constitutes 
an internally consistent system. We have triumphantly repudiated the market 
principle, but have supplanted it with no other criterion-plus-means-of-admin- 
istration (of a price or a quantity) which would create any presumption of a 
tolerable or viable social organization. 

The concern for consistency is generally written off as the “hobgoblin of small 
minds’’; but are we not even to consider, for example, whether restricting crops 
to help ‘“‘the farmer’ may decrease the demand for hired farm labor and thus 
worsen the lot of one of the most poverty-stricken groups? This issue, however, 
important as it is, fades into secondary significance in comparison with the 
problems which focus in the insistence that we must possess generally-accepted 
criteria—signals to guide action upon prices and quantities. The stock answer to 
statements of this need is that our new principle calls for doing right in each 
instance according to the merits of the case—in accordance with the rule of love 
to establish fair prices, fair shares of the product; but these are weasel words. The 
very question is, what principle is available to tell us what is right, what are the 
merits of the case, what is in accordance with the rule of love? The problem is 
represented dramatically in the distribution of income. Each citizen ought to 
search his soul over this, for few questions if any are as crucial in this century: 
at just what stage in their relative-wage gains through organization shall we say 
to, for example, coal miners, ‘‘Now you have your deserts; you must go no far- 
ther’? Absolute equality of money income—for which surely we ought to wish— 
would at least be a perfectly clear-cut criterion; but the valid objections to fore- 
ing that outcome are so universally recognized that we must take for granted 
that a different principle is required—one telling exactly how much inequality is 
to exist. It is difficult to engender thought upon this problem in the right per- 
spective, for many persons can conceive of patterns of relative income which 
they themselves would consider fair. But to regard one’s own judgment on this 
matter as a test is to miss the point completely. It is not sufficient that the prin- 
ciple carry conviction to you or me as disinterested bystanders: it must carry 
conviction to the persons standing to lose by its application. Otherwise men will 
constantly feel that they are treated in an unprincipled manner. In these cir- 
cumstances any economic adjustment whatever will represent merely an uneasy 
truce tolerated only as an opportunity for a build-up of power—through strength- 
ening of organizational ties, propagandizing the public, and, increasingly, amass- 
ing of political influence even to the degree of raising doubt that the law can be 
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enforced against particular groups. ‘“‘We cannot mine coal with bayonets.” This 
is a recipe for chaos. 

In the absence of accepted criteria, fewer and fewer disputes over prices of any 
kind will be settled short of the influence of the President or his deputies. If we 
do not at one time grant to the chief executive the power to seize parts of the 
economy, we shall later prepare emergencies which require us to do so. To sup- 
pose that labor groups will remain exempt is absurd. Moreover, the triteness of a 
further idea must not be mistaken for insignificance. Where every price is po- 
tentially a political issue, the burdens of the chief of state become overwhelming; 
he cannot be expected to give more than haphazard thought to mighty issues. 
To a man maddened by the intolerable responsibilities thrust upon him, criticism 
of his honest efforts to maintain economic activity must look like sheer, perverse 
obstructionism. Why should we be surprised, then, if some president did success- 
fully seize the press and radio? At some stage of chaos he would have the popu- 
lace behind him; we should accept with relief the leadership principle—dictator- 
ship. Be it noted that all this can happen where none but good men are involved. 
But bad men both find and make opportunities in these conditions; and, since 
fewer qualms limit the effectiveness of their dealings with “obstructionists,’’ 
there is a real tendency for bad men to rise to the top. Unwise efforts to enforce 
the rule of love contain enormous danger of its negation. 

In the international sphere comparable developments may be expected from 
our systemless procedure, except for possibilities of quicker and more literal 
destruction of civilization. There, interferences with prices constitute actions 
favoring one people against another. Of course national honor becomes involved, 
as well as the need of ruling politicians to save face with their electorates; and 
there is not even a dictator to referee. How many doubt that the Iranian oil 
settlement has been made especially difficult by the fact that a government was 
selling to a government-owned buyer? We might conceivably have a fair amount 
of peace without an international government, but we certainly cannot unless 
the impersonal market is allowed to make many of the disagreeable but necessary 
adjustments which, when settled by political discussion in the absence of criteria, 
necessarily become cases where each of two cohesive groups honestly believes 
the other is trying to “put something over on it.” 

There is no use in looking in other directions for the barrier which divides 
“capitalistic” and “anti-capitalistic” seekers for a good society: it arises out of 
this problem of criteria, of signals of incentives. Huge numbers of defenders of 
capitalism would be won over to a system aimed at more equalitarianism— 
more of the rule of love—if only a satisfactory answer were forthcoming on the 
crucial question. Once the market is repudiated, what principles—signals and 
incentives—are to perform the functions of prices—that is, the rationing of goods, 
the allocation of resources, and the distribution of income, in the light of the fact 
that the total product is drastically influenced by incentives to effort? The 
short-cut to consensus is conceptually clear: let those who wish to depart from 
the market system propose carefully conceived sets of principles and encourage 
discussion and criticism of them. It would seem that this suggestion ought to be 
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greeted as a most friendly and constructive one. Actually, it serves merely to 
irritate critics of free enterprise. Yet, until we can see signals and incentives 
which promise to carry us through the storms which rage upon the repudiation 
of the market, some of us will defend an enterprise system—not entirely to 
protect our vast properties, or because we delight in the sufferings of the poor, 
or even to curry favor with industrialists, but because free enterprise, bad as it is 
in comparison to our dreams, seems to offer possibilities of embodying more of the 
rule of love than we so far see how to embody in any different system. 

That “men of guod will’ should join forces for social improvement is most 
highly to be desired. Why is it that communication between the opposing schools 
of thought is so ineffectual toward consensus? Obviously there must be crucial 
differences between the underlying premises which determine their respective 
attitudes toward the need of signals and incentives and their respective appraisals 
of particular sets. 

First, consider the ‘‘anti-capitalists.’’ As to incentives, some appear to believe 
that, since all men ought to be saintly, we must act as if in fact they were. This 
seems to be the position of the more gentle and appealing reformers. More 
common is an implicit if not explicit idea that the ninety per cent, or the fifty-one 
per cent, or possibly the five per cent, comprising the ‘men of good will” ought 
to whip the sinful into acting as saints would. Often there is also, sustaining these 
views, an implicit belief that production possibilities are so limitless that no 
strong incentives are needed to maintain adequate production. 

As to signals, again the idea that output has no limits blinds these reformers 
to the need of any highly effective indicators; for in an “economy of abundance” 
it matters little if considerable quantities of resources are used for purposes less 
important than some other, less attended needs. But beyond this there is a 
more fundamentally devisive idea. It is apparently a belief that the problem of 
life is one of satisfying to the maximum possible degree a set of known wants. 
Believing they know the true values in a detailed way—including how much of 
what goods it is desirable for each person to consume,—they are confident that 
a good majority could be brought, after the removal of capitalism, to adopt 
right and definite ideas of the correct price or quantity of each good or service, 
who is to produce each in what manner, and how the total is to be divided among 
persons. Among other flaws here is a fantastic underrating of the vast number of 
decisions to be made and of the limits to the scope of attention of a human being. 
Even now, how many think they could even list five per cent of the specific 
decisions made governmentally, to say nothing of passing sound judgment upon 
them? The device intended to meet this difficulty is, of course, to make officials 
responsible for good decisions on details; but, if decisions are too numerous for 
citizens to review, how can the soundness of officials be judged? However, under 
the influence of this belief, in response to questions about how it is proposed to 
meet this or that problem quite ready replies are forthcoming in terms of “‘society 
would do thus and so.”’ It has been playfully suggested that all such statements 
should be legally required to run: “the politicians in power would” and so forth. 
The implication of this jest is the basis for the correct charge that such reformers 
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in fact picture themselves (in their most idealistic frame of mind) as the effective 
determiners of policy in the brave new world. Since there would, to be sure, re- 
main at least some unreasonable men, it is taken for granted that it would be 
ethically desirable to take decisions out of the hands of recalcitrants. Reformers 
with these thoughts on signals and incentives may happily contemplate a repudi- 
ation of capitalism and feel it to be a sure step toward enlargement of the role of 
love in human life. 

Defenders of capitalism, on the other hand, insist upon “seeing the whole pig”’ 
before exchanging. They are highly dubious of any signals and incentives which 
could be expected to emerge in the process of departure from the old system. The 
reason lies in some crucial parts of what seems to be the inherent logic of true 
liberalism. 

As to incentives, this reasoning includes some equivalent of the proposition 
that man, whatever may be his ultimate perfectibility, is sinful. The relevant 
part of the thought is that the element of saintliness, although present in the 
worst of us, is insufficient in all but rare persons either to keep us striving day in 
and day out in the labor which life requires or to assure against our abusing 
others if placed in positions of power. We simply have no way, as yet, either of 
calling forth necessary effort or of preventing mutual mistreatment, unless in 
considerable degree through the motive of self-interest. If room is to be made for 
the employment of such brotherly love as we do have, it must be made without 
yet eschewing the use of the opposite, powerful force. If day-to-day reliance 
upon self-seeking precluded behavior according to the principle of love, the case 
might be different; but the common idea that it does so is sentimental and vain 
twaddle. If we act selfishly, the reason is that we are selfish. All are free either 
to donate their services or to earn by service and devote their earnings to good 
works. Statements to the contrary effect in reality mean, “I should be quite 
virtuous, if it cost me nothing.” The proper order of reform is first to attain great 
virtue and only then organize in a manner which requires it. 

As to signals to guide action, the logic of the traditional liberal rests on the 
idea that life is best viewed as a quest for the good life—a seeking for the details 
of behavior and attitude which constitute the correct content of what some would 
describe as loving God, others as experiencing truth: it is this in contrast to a 
process of maximizing the satisfaction of a set of known values. If there is a way 
of advancing us all toward higher understanding and realization of values, that 
way consists in each spirit’s searching freely, experimenting, making errors, 
learning, and sharing with others its discoveries. Indeed, man is simply not man 
unless he participates in such a quest. Thus, the thing to be guarded, even at 
tremendous cost if necessary, is freedom, in the common-sense meaning of 
freedom from arbitrary dictation to one soul by another—a meaning, incidentaliy, 
known to all before some reformers resorted to semantic trickery and corrupted 
our universe of discourse. We must not, then, guide action by decisions made by 
uneasy (or even easy) compromise among the fifty-one per cent and forced upon 
the forty-nine, except where there is simply no other way available. What the 
rule of love calls for above all surely is non-interference with the quest. Decisions 
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must stem from the tastes and ideals of men, freely developed and freely ex- 
pressed. This is the fundamental purpose s*’..d by a market system—a great 
system of proportional representation apy -’ .d where proportional representation 
makes sense. The same set of institutions which permits conspicuous consump- 
tion assures that an Albert Schweitzer will not be deflected from his destiny by 
some administrator who believes that the morale of the people calls for Schweit- 
zer’s music. 

All who believe that capitalism constitutes the least bad society now available 
to us must deplore the necessity of opposing themselves to the fine persons who 
are so numerous among the destroyers of the system. The motive of these oppo- 
nents of private enterprise has an all but irresistible appeal to sympathy: it 
patently stems from belief that a great store of mutual understanding and good 
feeling awaits only liberation from an outworn set of laws to gush forth and carry 
more of love into life. But the difficulties are far deeper than such thought sug- 
gests. The old-fashioned type of prophet’s cry still is needed: ye people, rend 
your hearts—rend your hearts, and not your garments! We are not forced to 
assign limits to the virtue to which it may lead us; but we are forced to doubt 
that its work has yet been done. We can scarcely be impressed by the spectacle 
of men rending their garments and crying, ‘“The System made me the imperfect 
thing I am!’”’ We may well be appalled by the spectacle of men rending the 
garments of others and crying, ““We are the good! Give us power to rend the 
hearts of all who fail to conform to our precepts!” For each to rend his own heart 
there is much reason. It should serve at least to convince us that we are not yet 
fit for a society of saints. It might lead to removal of the political and intellectual 
barriers to significant improvement of the results of a free-enterprise system. 

Capitalism is capable of giving us a much better society than we have known. 
Even apart from its fabulous tendency toward increased production, immense 
change expressive of the rule of love is available in that depression can be largely 
eliminated and inequality of income mitigated, both of these by methods quite 
in keeping with the logic of the system. Moreover, fantastically more brotherly 
love than has ever been exercised can be given expression through individual 
attitude, decision, and action in a capitalistic society. But if we repudiate that 
system by making changes which conflict with its essential mechanism, we give 
up one of the few protections we have against the evil that is in us. 
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MULTIPLE-UNIT OPERATIONS AND GROSS FARM 
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“You see, when we came to division, 
There was things that wouldn’t divide.” 
—Will Carlton 


INTRODUCTION 


The Census concept of a “‘farm’”’ is, for many purposes, peculiarly inappropri- 
ate for an analysis of the structure, organization, and income distribution of the 
agriculture of the Cotton South. The Census commonly designates and reports 
single units and the subunits of multiple-unit operations alike as “farms,” mak- 
ing it impossible to distinguish between them or to determine the characteristics 
of the larger management units of which the subunits are a part. As a result, 
the nature of a system of plantation agriculture, prevalent throughout the Old 
Cotton Belt, is almost wholly obscured. 

Some definitions will make the importance of these observations clearer. A 
multiple-unit farming operation consists of two or more subunits handled as a 
single farming enterprise. One of these subunits is usually the home farm, handled 
by the multiple-unit operator with the help of family or hired labor. The home 
farm contains the home of the multiple-unit operator or the headquarters where 
workstock and equipment are kept for the entire operation. The other subunits 
are usually operated by share-croppers under the supervision of the multiple- 
unit operator, who maintains central control over sale of products, workstock, 
machinery and equipment, crop rotation, and purchase of supplies. The home 
farm includes all of the land associated with the overall operation which is not 
assigned to these other subunits. It is important to note that, from the standpoint 
of farm organization and management, the several operating subunits are a 
single management unit. In addition to such multiple units, there are in the South 
as elsewhere many single units, each of which is operated as a complete farm 
business by the operator, his family, or hired workers. A single unit is both an 
operating and a management unit. 

It is obvious that—because of these important differences in their organization 
and management—home-farm subunits, other subunits, and single units (all of 
them Census “farms’”) may have distinctive characteristics of their own. But, 


* The writer is indebted to T. W. Schultz, K. L. Bachman, D. Gale Johnson, and Charles 
E. Bishop for comments and criticisms of earlier drafts of this manuscript; to Paul Way- 
man for research assistance; and to the Institute of Research and Training in the Social 
Sciences, Vanderbilt University, for research grants which made this study possible. 
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until the publication of a special report of the 1945 Census of Agriculture’, it was 
impossible to determine the nature of these characteristics. In a recent article,’ 
the present writer made extensive use of this special Census report as the basis 
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Fie. 1. Tue 13 Type-or-Farminc SuBREGIONS OF THE O_p Cotron Bett INcLUDED IN 
Tuais Stupy (See Footnote 3 ror Ker) 


for a statistical analysis of some important characteristics of single units and 
subunits in 13 type-of-farming subregions of the Old Cotton Belt (Fig. 1).* Spe- 


1U. 8. Bureau of the Census, Census of Agriculture 1945, Special Report on Multiple. 
Unit Operations in Selected Areas of Southern States, Washington, 1947. 

? William H. Nicholls, ‘“Multiple-Unit Operations and Gross Labor Productivity within 
the Old Cotton Belt,’’ Journal of Farm Economics, Nov. 1952, pp. 463-81. In both that 
and the present article, limitations of space necessitated omission of other statistical com- 
parisons and the details of statistical procedures. These have been incorporated in a mime- 
ographed supplement which the writer will be glad to send any reader upon request. 

* These 13 type-of-farming subregions were built up from data for 38 state type-of- 
farming areas (mostly east of the Mississippi), reported separately in Multiple-Unit Opera- 
tions (op. cit.). Those type-of-farming areas which are in contiguous states, and are simi- 
lar in their characteristics, were combined into subregions which cut across state lines. 
The resulting subregions, which correspond to ‘‘cotton production areas’ recognized by 
the Bureau of Agricultural Economics, consisted of the following combinations of state 
type-of-farming areas (the Arabic numbers are the Key to Fig. 1; the Roman numbers 
correspond to those used on the several state maps in Multiple-Unit Operations): (1) Upper 
Tidewater—Virginia VII, North Carolina III; (2) Flue-Cured Tobacco—North Carolina IV, 
V, and V-a; (3) South Carolina Sandhills—S. C. 11; (4) Upper Coastal Plain—South Caro- 
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cial attention was given to comparisons of gross value of output, per farm and 
per worker, between single and multiple units and among the type-of-farming 
subregions. However, space did not permit any consideration of the nature of 
income distribution within Southern agriculture or the implications of multiple- 
unit operations as a factor in the size distribution of farm income. Hence, it is 
these matters which will be of principal interest here. 

High and rigid price-support policies for the South’s major cash crops—cotton, 
tobacco, peanuts, and rice—have usually been justified on the basis of the low 
average farm incomes in the South. However, agricultural economists have in- 
creasingly pointed out that price-raising techniques, while seriously interfering 
with resource allocation, are an ineffectual means of solving the problem of low 
farm incomes. Those farmers most in need of additional income have very little 
farm product to sell at any price. Hence, at times when price supports are effec- 
tive, lower-income urban consumers tend to be penalized in order to benefit pri- 
marily those higher-income farmers and regions which stand to gain most from 
Government price supports. Such considerations have helped to focus attention 
upon the almost complete lack of knowledge about the size distribution of farm 
income.‘ While a significant beginning has been made in filling this gap (particu- 
larly on the national level) in recent years,’ the Census of Agriculture still 
remains the principal source of data on regional and state farm-income distribu- 
tion. These data have serious shortcomings. They deal only with gross (not net) 
farm income, they do not include income from nonfarm sources, and they gen- 
erally under-enumerate small farms and understate farm income. Despite these 
limitations, we have no choice but to depend upon Census data for our present 
purposes. 

There is, however, one important limitation of most Census data on farm 
income distribution which we can help to correct here. In general, such distribu- 
tions of Census “‘farms” in, the South fail to take into account the relatively great 
importance of multiple-unit operations. As a result, the concentration of the 
distribution of gross farm income in the South is understated. The major objec- 





lina III-a and III-b, Georgia V and VIII, Alabama V; (5) Lower Coastal Plain—Georgia 
VI, VII, and IX, Alabama VIII; (6) Southern Piedmont—North Carolina V-b, South Caro- 
lina I, Georgia III and IV, Alabama IV; (7) Limestone Valley—Georgia I, Alabama I and 
III; (8) Black Belt—Alabama VI, Mississippi IV; (9) Clay Hilis—Mississippi III; (10) Gulf 
Pinewoods—Mississippi V; (11) Brown Loam—Mississippi II-a and II-b, Louisiana VI; 
(12) Delta—Mississippi I, Arkansas VIII, Louisiana III, VII, and VIII; (13) Western Sandy 
Coastal Plain—Arkansas VI, Louisiana I and II. 

‘Cf. Ernest W. Grove and Nathan M. Koffsky, ‘“Measuring the Incomes of Farm Peo- 
ple,”’ Journal of Farm Economics, Vol. 31 (Proceedings Number, Nov. 1949), pp. 1107-11. 

5 See, for example, Rex F. Daly, Income Size Distributions for Illinois Farm-Operator 
Families, Univ. of Illinois, Urbana, Sept. 1949 (mimeo.); Nathan M. Koffsky and Jeanne 
E. Lear, The Size Distribution of Farm Operators’ Income in 1946, Bur. Agri. Econ., Washing- 
ton, September 1950 (mimeo.); and National Bureau of Econ. Research, Studies in Income 
and Wealth, Vol. 13, New York, 1951, Part V. These recent studies consider the distribution 
of gross farm income (including value of product used on farm), gross cash farm income, 
net cash farm income (adjusted and unadjusted for inventory change), and total income 
(including non-farm income). 
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tive of the present article is to examine the size distribution of income among 
management units, many of which (as multiple-unit operations) embrace several 
Census ‘‘farms’’ (subunits) each. In the process, we shall also cast some light on 
differences in the distribution of farm income among the several important sub- 
regions of the Old Cotton Belt. 


GROSS FARM INCOME DISTRIBUTION AMONG CENSUS “FARMS” 


In 1944, 28 per cent of the Census “farms” in the South had a gross farm in- 
come (value of product sold, traded, or used on farm) of less than $600. This 
may be compared with 21 per cent for the rest of the country (the ‘““Non-South”’ 
in Table 1). Only 19 per cent of Census “farms” in the South had a gross farm 
income of $2,500 or more, as compared with 48 per cent for “farms”’ of the Non- 
South. In the Appalachian states, one-third of the Census “farms” had a gross 
farm income of less than $600, and nearly two-thirds had less than $1,500. In the 
three Delta states, one-fourth of the ‘“farms’”’ fell short of $600 and 70 per cent 
fell short of $1,500. The eight states of the Old Cotton Belt included in this study 
showed comparable results, 16 per cent of the “farms” receiving more than 
$2,500, and only 6 per cent more than $4,000. The relatively great importance of 
small subsistence farms in the several Southern regions® is one important factor 
accounting for their poor showing in average gross farm income per farm when 
compared with the rest of American agriculture. 

Within each region, a relatively small percentage of the total Census ‘‘farms”’ 
accounts for a large percentage of the total gross farm income. Even for the 
United States as a whole, 5 per cent of the “farms” received 36 per cent, and 50 
per cent of the “farms” 89 per cent, of the gross farm income of American agricul- 
ture in 1944. On this basis of comparison, there was little difference between 
South and Non-South (lower part of Table 1). Within the South itself, however, 
there were significant differences, the income of the upper 5 per cent of the 
“farms” in each of the four Southern regions ranging from 28 to 40 per cent, the 
income of the upper 50 per cent from 80 to 89 per cent. For the eight states of 
the Old Cotton Belt, 5 per cent of the “farms’’ received only 28 per cent of the 
total gross farm income; 50 per cent of the “farms” 80 per cent.’ This would indi- 
cate that the distribution of gross farm income in the Old Cotton Belt is some- 
what less concentrated than that of the Non-South. 

Before accepting this result at its face value, however, we must take into ac- 
count the peculiar characteristics of the South’s plantation agriculture. For our 
13-subregion area, only 56 per cent of all Census “farms” were single units, 
receiving 51 per cent of the total gross farm income (Table 2). The remaining 44 


* Cf. K. L. Bachman and R. W. Jones, Sizes of Farms in the United States, U. 8. Dept. 
Agri. Tech. Bul. 1019, Washington, 1950. 

’ By individual states, the upper 5 per cent of the “farms” received the following per- 
centages of gross farm income in each state: Louisiana 39 per cent; Virginia 38 per cent; 
Arkansas 33 per cent; Georgia 29 per cent; Alabama and South Carolina 26 per cent each; 
Mississippi 24 per cent; and North Carolina 20 per cent. The corresponding data for the 
upper 50 per cent of the “farms” in each state were: 84, 89, 84, 82, 81, 82, 77, and 82 per 
cent, respectively. 
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per cent were subunits of multiple-unit operations. Of the latter, home-farm 
subunits—constituting less than 10 per cent of all Census “farms’’—received 16 
per cent of the total gross farm income, and other subunits (34 per cent of all 
Census “farms”) received 33 per cent. Single units were least important in the 


TABLE 1 
Percentage Distribution of Census ‘‘Farms’’ by Gross Farm Income per Farm, and Per- 
centage Distribution of Total Gross Farm Income According to Selected Percentages 
of Total Number of Farms, United States and Selected Regions, 1944* 
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* Compiled or computed from U. 8. Census of Agriculture 1945, Vol. II, General Report, 
Statistics by Subject, Ch. X, Table 26. The lower part of the table was estimated by graphic 
interpolation. Gross farm income is the value of farm products sold, traded, or used on 
farm. 

> The South consists of the Appalachian, Southeast, Southern Plains, and Delta states, 
plus Delaware and Maryland; the Non-South of all other states. The Old Cotton Belt con- 
sists of the eight states, parts of which are included in the present study (cf. footnote 3 
above). The Appalachian States are Virginia, West Virginia, North Carolina, Kentucky, 
and Tennessee; the Southeast States are South Carolina, Georgia, Florida, and Alabama; 
the Delta States are Mississippi, Arkansas, and Louisiana; and the Southern Plains States 
are Texas and Oklahoma. 


Delta subregion, where home-farm subunits (8 per cent of all Census “farms’’) 
received 21 per cent of the subregion’s gross farm income. However, even in the 
Limestone Valley—where single units were most important—home farms re- 
ceived 12 per cent of the subregion’s gross farm income although they were only 
6 per cent of the subregion’s Census “‘farms.”’ 
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Table 3 indicates that, in 1944, there were significant differences in average 
gross farm income per “farm” among single units, home-farm subunits, and 
other subunits. For the 13-subregion area, the average gross farm income was 
87 per cent greater on home-farm subunits, and 5 per cent greater on other sub- 
units, than on single units. Had the value of farm products consumed on farm 
been omitted from average farm income, these figures would have been increased 


TABLE 2 


Relative Importance of Single Units and Subunits as Census ‘‘Farms’’, by Number and Total 
Gross Farm Income, 18 Type-of-Farming Subregions of the Old Cotton Belt, 1944* 





% or census “rarms”’ % TOTAL GROSS FARM 
WHICH WERE TOTAL INCOME RECEIVED BY 


TYPE-OF-FARMING NSU —_— esl) Es SS 
SUBREGION F INCOME 

Single —4 Other (mL...) Single 14 Other 

nits | subunits Sub-units units Sub-units Sub-units 


Upr. Tidewater. ... 5 | 59.1% | 8. AM | 3 | 57.4% | 10.7% | 
Flue-Cured Tob. 8 49.8 , ' .1 | 48.9 10.8 

S. C. Sandhills 1 | 60.8 | 11. 9| 58.0 | 

Upr. Cstl. Plain. . .| 6 | 62.9 | 9. : 7 | 54.5 


Lwr. Cstl. Plain. . 50. 
8S. Piedmont...... : 66. 
Limestone Val.. 80. 
Black Belt ; 3 


Clay Hills 

Gulf Pinewoods.... 30.1 
Brown Loam... 70.9 
Delta 203 .4 


W.S. Cstl. Plain..| 60.9| 78.5 | 5. 5 | 5 | 72.1 





13 Subregions...... 1,095.6 : 9.6% | 34.2% $1,800.9 | 51.1% | 16.4% 





* Compiled or computed from Multiple-Unit Operations, op. cit., Type-of-Farming Area 
Tables I and IV, and Part III, Tables I. Value of farm product sold, traded, or used on 
farm used to measure gross farm income. 


to 110 and 18 per cent, respectively. (Hence, the effect of including the value of 
products used on farm is to lessen the indicated concentration of income distri- 
bution.) For the area as a whole, value of product consumed on farm accounted 
for 24 per cent (ranging from 11 per cent in the Upper Tidewater to 36 per cent 
in the Gulf Pinewoods) of the gross farm income of single units,* but for only 15 
per cent on either home-farm or other subunits. Finally, Table 3 presents some 
rough estimates of the average gross cash income of owner-operators of single 
units, owner-operators of multiple units (including the total cash income of the 


® On single units of the Gulf Pinewoods, Western Coastal Plain, Clay Hills, and Lime- 
stone Valley, more than a third of gross farm income was attributable to value of prodyct 
consumed. 
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home farm and the landlord’s share of the product sold from other subunits), 
and of share-croppers on other subunits (net of the landlord’s share). While 
these estimates are crude, being based merely upon typical tenure situations for 
each type of Census “farm,” they add further emphasis to the view that distri- 


TABLE 3 
Gross Farm Income and Gross Value of Products Used on Farm, per Single Unit and per 
Subunit, and Estimates of Average Gross Cash Farm Income Received by Owner-Operators 
of Single and Multiple Units and by Share Croppers, 18 Type-of-Farming Subregions of 
the Old Cotton Belt, 1944 





GROSS FARM INCOME* GROSS VALUE OF PRODUCT EST. AV. GROSS CASH FARM 
RECEIVED PER | USED ON FARM® PER INCOME RECEIVED PER 





Other Single | _ + = Sieie now a 
Subunit | Unit Sub- a | Owner-.| Owner | Share- . 
| unit Operator”! Operator® Cropper® 


TYPE-OF-FARMING j 
SUBREGION | 
Single | Home- 
Unit | Subunit 


— SEE eS ee ee — a 


Upr. Tidewater. . .| $2,770 | $3,602 | $2,814 | $357 $220 $2,469 | $6,793 | $1,297 
Flue-Cured Tob...) 2,721 | 2,688 2,849 | | 408 | 268 | 2,366} 5,750 | 1,291 
S. C. Sandhills...) 1,588 | 2,644 1,450 | | 420) 305/ 1,185 | 3,588| 573 

| 643 


| 
Upr. Cstl. Plain...| 1,370 | 1 454) 274! 987| 4,190 | 
Lwr. Cstl. Plain...| 1,841 | 417 | 280 | 1,466 | 4,157 | 762 
8. Piedmont 1,269 | 459 | 295 | 911 | 2,572 471 
Limestone Val.....; 1,278 500 | 328 | 851) 3,769 | 646 
Black Belt 1,134 323 192) 854| 3,797; 374 
Clay Hills........| 1,087 418 | 289; 716| 2,015| 446 
Gulf Pinewoods...; 1,146 448 | 309 736 | 1,818 437 
Brown Loam......| 1,117 329! 385 | 255| 788| 3,739| 466 
308 338 | 164 1,509 | 9,209 | 
353 | | 


Delta. 1,817 
W.S. Cstl. Plain.. 913 418 | 277 560 | 2,748 


eeuee 


- 


SSSR 








13 Subregions. .... $1,494 $2,794 $1,575 | $357 $410 | $238 $1,137 | $4,525 | 


* Value of product sold or used on farm. Computed from Multiple-Unit Operations, 
op. cit., Type-of-Farming Area Tables I and IV, and Part III, Tables I. 

> Gross value of product (Col. 1) less value of product used on farm (Col. 4). Of course, 
in fact, many single units are operated by tenants or share-croppers. 

¢Gross value of product per home-farm (Col. 2) less gross value of product used 
(Col. 5), plus landlord’s share (assumed to be 50%) of the product sold per subunit 
(equivalent to Col. 9) multiplied by average number of other subunits per multiple unit 
(computed from ibid.). Of course, some home-farm subunits are actually operated by 
tenants or croppers. 

4 One-half of the difference between gross value of product per other-subunit (Col. 3) 
and gross value of product used (Col. 6). This assumes that the cropper’s share is 50 per 
cent. In fact, only about three-fourths of the other subunits of the area are probably oper- 
ated by share-croppers (ibid., Table on p. IX). 


butions of gross farm income among Census “farms” greatly understate the 
concentration of personal incomes within Southern agriculture. Thus, for the 
13-subregion area, the gross cash farm income received by the average multiple- 
unit owner-operator appears to have been seven times as great as the average 
other-subunit share-cropper’s and four times as great as that of the average 





474 WILLIAM H. NICHOLLS 


single-unit owner-operator.’ These differences, which were greatest in the Delta 
subregion, suggest the desirability of considering the distribution of gross farm 
income among management units rather than among Census “farms.” To this 
we now turn. 


GROSS FARM INCOME DISTRIBUTION AMONG MANAGEMENT UNITS 


In the previous section, we followed normal Census procedure in counting each 
subunit of a multiple-unit operation as a separate farm. The average multiple- 


TABLE 4 

Relative Importance of Single Units and Multiple Units As Management Units, by Number 
and Total Gross Farm Income, 13 Type-of-Farming Subregions of the Old 

Cotton Belt, 1944* 





| 
% OF MANAGEMENT % TOTAL GROSS FARM | 
i y UNITS WHICH WERE INCOME RECEIVED BY 
TYPE-OF-FARMING SUBREGION mannan oe ~ - <r ; “7 
MENT UNITS ingle ultiple ingle ulti 
Units Units Units Units | 
' 
! 


AV. NO. OF 
SUBUNITS 

PER MUL- 

TIPLE UNIT 


Upr. Tidewater *r 20.2 3% % 

Flue-Cured Tob. sh : 4 
CSR cGrscivndeccacseuls “Me 7 
Upr. Cstl. Plain... 78.4 6 


4 
9 
0 
5 


Lwr. Cstl. Plain 
8S. Piedmont 
Limestone Val. 
Black Belt 


Clay Hills ; * 2 
Gulf Pinewoods ga . ; 1 
Brown Loam 7 
Delta 7 


W.S. Cstl. Plain ae , od : 72.1 


13 Subregions 733.0 84.0% 16.0% 51.1% 48.9% 4.10 





* Compiled or computed from Multiple-Unit Operations, op. cit., Type-of-Farming Area 
Tables I and IV, and Part III, Tables I. Value of product sold, traded, or used on farm 
was our measure of gross farm income. Each single unit or multiple unit was counted as 
a Management unit. 


unit operation in our 13-subregion area had 4.10 subunits, ranging from 2.88 
subunits in the Gulf Pinewoods to 7.80 subunits in the Delta (Table 4). In subse- 
quent analysis, we shall consider each multiple-unit operation as a single man+ 
agement unit (instead of several Census-‘farm” subunits). We shall also consider 
each single-unit operation (one Census “farm’’) as a management unit, concen- 


* It should be noted, however, that where single units were operated by share-croppers, 
the latter received a smaller average gross cash farm income than share-croppers operating 
non-home-farm subunits of multiple-unit operations. 
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trating our attention upon the distribution of gross farm income (including value 
of product used on farm) among management units, thus defined. 

In 1944, our 13 subregions had only 733,000 management units as compared 
with 1,096,000 Census “‘farms.’”’ While multiple units comprised only 16 per cent 
of all management units, they received 49 per cent of the area’s total gross farm 
income (Table 4). Multiple-unit operations were least important in the Western 
Coastal Plain, where they were less than 7 per cent of all management units and 
received 28 per cent of the subregion’s total gross farm income. 

In Table 5, we present the distribution of single units and multiple units'® by 
level of gross farm income in 1944. For our 13-subregion area, 28 per cent of the 
single units had a gross farm income of less than $600; 69 per cent, less than 
$1,500; and 95 per cent, less than $4,000. There were, however, wide differences 
among the 13 subregions in the relative importance of small units. Whereas 
only 9-12 per cent of the single units of the Flue-Cured and Tidewater subregions 
received less than $600, 39-44 per cent of the single units in the Black Belt and 
Western Coastal Plain fell into this category."' Only in the Upper Tidewater and 
the Delta did more than 1 per cent of the single units receive a gross farm income 
greater than $10,000. 

Comparable results were found with reference to multiple units in the 13 
subregions. For the 13-subregion area, 27 per cent of the multiple units had a 
total gross farm income from their combined subunits (Census “farms”’) of less 
than $2,500; 48 per cent, less than $4,000; and 97 per cent, less than $30,000. 
This analysis makes clear that even many of the multiple units were relatively 
small. Again, there are marked differences among the several subregions. The 


percentage of al] multiple units with a total gross farm income of less than 
$2,500 ranged from 4-6 per cent in the Flue-Cured and Tidewater subregions 
to 47 per cent in the Western Coastal Plain.'’* In the Delta, 12 per cent of the 
multiple units had a gross farm income in excess of $30,000; in all other subre- 
gions, less than 4 per cent. 

In Table 6 we indicate the relative concentration of gross income by manage- 
ment units in each of the 13 subregions. There, it will be noted that, for the 13- 


© Since Multiple-Unit Operations (op. cit.) did not classify subunits by value of product, 
it was not possible, without undue effort, to present a comparable distribution of Census 
‘farms”’ by subregions. We could, of course, have compiled county data on number of all 
farms by value of product, subtracted the corresponding data on single units, and thereby 
obtained the distribution for all subunits, but it did not appear to warrant the trouble. 

The smaller the proportion of single units in each subregion with a gross farm income 
of less than $600, the greater the gross value of output per man-year of labor input (Nicholls, 
loc. cit., Table 5, p. 473) on its single units, and the less the percentage of his time the sub- 
region’s average single-unit operator worked off farm. For the 13 subregions, the rank cor- 
relation coefficient between proportion of single units with less than $600 gross farm in- 
come and gross man-year productivity was —0.857; and between the former and percentage 
of operator’s time worked off farm 0.791. If the proportion of single units with less than 
$1,500 gross farm income is used instead, the rank correlation coefficients become —0.962 
and 0.885, respectively. 

12 For multiple units with less than $2,500 gross farm income, the rank correlation co- 
efficients comparable with those of the previous footnote were —0.912 and 0.670, respec- 
tively. 
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TABLE 5 
Percentage Distribution of Single Units and Multiple Units by Gross Farm Income per Unit, 


PERCENTAGE OF UNITS WITH GROSS FARM INCOME 
TYPE-OF-FARMING : ean CA 
GuEnEetoN Under Under Under | Under | 
$600 $1,500 $2,5v0 $4,000 $10,000 | 


Single Units 


Flue-Cured Tob..... ; 9.13% | 25.64% | 50.80% 82.13% 
84 35 
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93.83 100.00 
93.62 100.00 
98.68 | 99. 100.00 
95.47 | 98. | 100.00 
99.24 | 99. | 100.00 
96.67 | 99. 100.00 
| 97.06 100.00 
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98.48 | 99. | 100.00 
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Flue-Cured Tob. a 7 70.05% 96.42% 
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Lwr. Cstl. Plain - 19.44 
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8. C. Sandhills ‘dee 30.03 
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Piedmont 40.76 
Gulf Pinewoods 42.07 
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& 
& 


SSELEAB 
SRLSIRSR 


Sf: 
BE 


98 .07 








e|ssssseeseeees 


® SSSARABSANRSB 


All 13 Subregions i 26.78% 48.45% 82.19% 96.53% 100 .00% 


* Compiled or computed from Multiple Unit Operations, op. cit., Type-of-Farming Area 
Tables IV. Gross farm income is value of farm products sold, traded, or used on farm. 


subregion area, the upper 5 per cent of all management units accounted for 39 
per cent, and the upper 50 per cent, for 87 per cent of total gross value of product. 
This may be compared with only 28 and 82 per cent, respectively, for the Census 
“farms’’ of roughly the same 8-state area (Table 1). Obviously, on a Census 
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“farm” basis, gross farm income is much more equally distributed than it is on 
the basis of management units. What are the implications of such a comparison? 
We have already noted that the former underestimates the present concentration 
of farm-income distribution in the Old Cotton Belt. On the other hand, the lat- 


TABLE 6 


Percentage Distribution of the Total Gross Farm Income According to Percentage of Total 
Number of Management Units*, 18 Type-of-Farming Subregions of Old Cotton Belt, 1944° 





% TOTAL GROSS FARM INCOME RECEIVED BY EACH OF FOLLOWING 
TYPE-OF-FARMING } PERCENTAGES OF TOTAL NUMBER OF MANAGEMENT UNITS 
SUBREGION Se ee ' 
Upper 5% | Upper 10% | Upper25% | Upper 50% | Upper 75% 
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13 Subregions 39 | 71 87 


* Sum of single units and multiple units (cf. Table 4 above). 
> Based upon Multiple Unit Operations, op. cit., Type-of-Farming Area Tables IV. 
Exact values estimated by graphic interpolation. 





ter—given the typical share-cropping arrangement of multiple-unit operations 
today—undoubtedly overestimates the concentration of income distribution.” 
Nonetheless, share-croppers differ from hired labor primarily in that they are paid 


13 To illustrate from the (rounded) data of Table 3 above, let us assume a multiple-unit 
operation consisting of a home-farm with a gross farm income of $2,800 ($2,400 net of value 
of product used) and three sub-units with gross farm incomes of $1,600 ($1,400 net of product 
used) each. On a Census-“‘farm”’ basis, this multiple unit would be treated as four ‘‘farms,”? 
one of which received $2,800, the other three $1,600 each, with a range of $1,600-$2,800. On 
a management-unit basis, we consider this a single management unit with a gross farm 
income of $7,600. In actual fact, assuming owner-operation of the multiple unit and crop 
shares of 50:50 from the gross income (net of product used on farm) on each subunit, the 
gross farm income of the multiple-unit owner would be $4,900 ($2,800 plus three shares of 
$700 each), those of the share-croppers, $900 ($700 plus $200 for product used), or a range 
of $900-$4,900. Since the latter conforms most closely to the current organization of mul- 
tiple-unit agriculture, it may be readily seen why the data of Table 1 underestimate the 
concentration of income, while those of Table 6 overestimate it. 
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a variable wage (in the form of a crop-share) rather than a fixed cash wage. 
Hence, for some purposes at least, the distribution of gross farm income by 
management units gives a more useful picture of the nature of income distribu- 
tion in Southern agriculture than does a distribution by Census “‘farms.” Either 
type of distribution would have been more concentrated if we had omitted value 
of farm products produced but consumed on farm" and less concentrated if it 
had been possible to include non-farm income." Finally, neither distribution tells 
us anything about nef farm income after allowing for production expenses. 

So much said, it is interesting to compare the 13 subregions in terms of con- 
centration of gross farm income. As might be expected, the Delta had the greatest 
concentration on a management-unit basis. In fact, the upper 5 per cent of all 
management units in the Delta accounted for 50 per cent, and the upper 10 per 
cent for over three-fourths, of the subregion’s gross farm income. The Brown 
Loam and Black Belt subregions also ranked high in income concentration. The 
Gulf Pinewoods and Clay Hills, on the other hand, had a much more equal dis- 
tribution of gross income among management units, the upper 5 per cent of 
which received only 25-26 per cent, and the upper 10 per cent, only 35-38 per 
cent of their respective total gross farm incomes. 

The data of Table 6 place in bold relief the ineffectiveness of price-support 
techniques as a means of solving the low-income problem of the agriculture of 
the Old Cotton Belt. Thus, had it been possible in 1944 to double the prices of 
all Southern farm products, even without any contraction of production, 50 per cent 
of the benefits in the Delta subregion would have gone to the owners and share- 
croppers of 5 per cent of its management units, nearly two-thirds of the benefits 
to the owners and share-croppers of 10 per cent of its management units. While 
the gross cash farm incomes of the operators of single units and home-farm sub- 
units and the share-croppers of other subunits would all have been doubled, 
obviously the principal beneficiaries would have been the relatively few owner- 
operators of multiple units.'* At the same time, most share-croppers and (after 
production expenses) owners of single units would still not have attained an 
income which would permit a level of living comparable with non-agricultural 
workers. If we were to assume more realistically a less marked increase in prices 
through price supports, accompanied by production controls which reduced the 
quantities sold, the difficulty of helping significantly those most in need of addi- 
tional income is apparent. 

Actually, as already indicated, the benefits of price supports would be even 
more concentrated upon a few than the data of Table 6 would suggest, since the 
value of product produced but consumed on the farm is included. Certainly, al- 


4 Cf. above, p. 472, and Koffsky and Lear, op. cit., pp. 18-21, and Fig. 5, p. 25. 

18 Cf. footnotes 11 and 12 above and ibid., pp. 14-16 and Fig. 5. 

16 In terms of the assumptions of footnote 13, the gross farm income of the owner-oper- 
ator of an average multiple unit would have increased from $4,900 to $9,400 ($4,800 plus 
$400 plus three times $1,400), the average other-subunit share-cropper’s from $900 to $1,600 
($1,400 plus $200). At the same time, the average single-unit owner-operator’s gross in- 
come would have increased from $1,500 ($1,100 plus $400, rounding the data of Table 3) 
to $2,600 ($2,200 plus $400). 
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though they need additional income most, none of the single units with a gross 
farm income of less than $600, and few of the multiple units with a gross farm 
income of less than $2,500 (Fable 5), would have had enough to sell to be helped 
very much even if prices had been doubled by government policy. Furthermore, 
our data make clear that, within the Old Cotton Belt, the several subregions 
differ considerably in the extent to which they would share in the income benefits 
of price supports. Thus, the Delta, Tidewater, Flue-Cured Tobacco, and Lower 
Coastal Plain—with 33.4 per cent of the 13-subregion area’s management units— 
received 51.8 per cent of the area’s gross farm income (Tables 2 and 4). On 
the other hand, the Western Coastal Plain, Gulf Pinewoods, Clay Hills, Limestone 
Valley, and Piedmont, with 43.5 per cent of the management units, received only 
28.1 per cent of the gross farm income. 

We must conclude that price supports serve primarily to make the higher- 
income farm owners and subregions better off, while doing relatively little to 
improve the economic position of the lower-income owners, share-croppers and 
subregions. Of course, if price supports are accompanied by differential produc- 
tion quotas which favor smaller landholdings at the expense of larger, part of 
the regressive incidence of the income benefits can be avoided. If so, however, 
the probable result will be the creation of serious barriers to desirable shifts of 
production to the more efficient producers and subregions. Even then, the gains 
enjoyed by lower-income producers and subregions will be relatively minor, while 
the losses in the efficiency of resource use may assume major proportions. 


CONCLUSION 


With very few exceptions, our knowledge of the size distribution of the farm 
income of the several regions of the United States has been almost wholly based 
upon Census data on the distribution of ‘‘farms” by gross value of product.” At 
least as a first approximation, these data presented a fairly satisfactory picture 
of the distribution of gross farm income. However, given the prevalence of multi- 
ple-unit (plantation) farming operations in the South, the usual Census data 
have seriously understated the degree of concentration of income distribution 
in the Cotton Belt. In the present article, by comparing the distributions of the 
gross farm income of management units with those of operating units (Census 
“farms’’), we have been able to indicate the extent of this understatement in 
different parts of the Southeastern states. Crude and inexact though our esti- 
mates may be, they highlight the futility of attempting to solve the problems of 
rural poverty by Government manipulation of the pricing system. 

Fortunately, during the past decade, generally prosperous economic conditions 
have done much to get needed resource readjustments under way in the South, 
ameliorating the economic situation of many low-income farm families which 
price-support techniques had signally failed to help. Large-scale migration of 


17 It is to be hoped that the Census of 1950, which sought more precise income data than 
previous censuses, will produce a more adequate basis for estimating income distribution 
within American agriculture, not only among operating units but among management 
units as well. 
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excess farm labor out of the South and the acceleration of industrial-urban de- 
velopment in some parts of the region have begun to raise farm productivity 
and income.'* New public policies—consciously directed at facilitating this 
process of moving labor out of, and capital into, Southern agriculture—are 
seriously needed today. That they have not yet been developed reflects the past 
single-minded emphasis of Southern farm leaders on high and rigid price sup- 
ports in Federal legislation. By this emphasis, the South has been the principal 
stumbling block to the reorientation and improvement of present depression- 
born agricultural price policy. It is high time that the South’s negative approach 
to its farm problem was changed for a positive program which would attack the 
problems of rural poverty directly. In its own self-interest, the Southern region 
can no longer tolerate a farm policy which, in the false guise of helping its low- 
income farmers, simply makes its higher-income farmers richer. 

8 Cf. William H. Nicholls, ‘A Research Project on Southern Economic Development, 


with Particular Reference to Agriculture’, Economic Development and Cultural Change, 
University of Chicago, No. 3, Oct. 1952, pp. 190-95. 








THE LEONTIEF SYSTEM* 


JOHN M. RYAN 
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Numerous and varied claims concerning the usefulness of Leontief matrices in 
both government and business may be heard today from many sources. Un- 
questionably, many of the advocates of this procedure fail to understand com- 
pletely the Leontief system. This fault stems from two causes. These are (a) that 
the system is traditionally expounded in the relatively complicated notation of 
matrix algebra and (b) that the mathematics of the system has sometimes been 
allowed to mask the economics. It is the purpose of this paper to rectify in some 
small amount these evils. Toward that end matrix algebra has been studiously 
avoided,' and economic interpretation has been provided for equations and 
operations wherever possible. The only mathematics required for the compre- 
hension of the Leontief system as here presented is elementary algebra. 

The first mode] taken up is the closed model. The purpose of this is to acquaint 
the reader with Leontief’s notation and concepts before moving on to more 
practical models. The second class of model considered is the so-called open 
model. This is the type of model currently being suggested for prediction and 
policy making. With the open model it is theoretically possible to estimate the 
allocation of raw materials needed to produce a national product of given com- 
position. Such a model might also be used to discover the impact of a planned 
government investment in a specific region. By a certain modification of the 
model it would be possible to find the over-all effect of changes in investment 
on employment in each industry. A model which is repwted to have these uses 
certainly merits study. Finally, the paper concludes with a section describing 
the types of error which arise in using this tool. It wil! be seen that the magnitude 
of these errors is such that the Leontief system cannot do all that its most ardent 
admirers suggest. 


I, THE CLOSED MODEL 


§ The Leontief system states that all the output of a given industry which is 
not consumed by other industries is consumed by households. As output in this 
case is measured by net sales, there can be no doubt as to the veracity of this 
‘assertion. This statement may be summarized in the following set of equations: 


* The author wishes to acknowledge that without the encouraging assistance of Pro- 
fessors Clarence Philbrook and Dudley J. Cowden this paper would never have been 


possible. 
1 Except, however, for brief usage in an ancillary passage which was included solely to 


make the argument technically complete. 
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In the set of equations (I), X,; stands for the output of the 7“ industry; zn 
stands for the consumption by the second industry of the output of the first 
industry, and, in general z;; means the consumption by the i“ industry of the 
output of the 7“ industry. The n“ industry is used in a peculiar sense. The 
subscript n denotes households. Thus z,; represents the consumption by house- 
holds of the output of the first industry. In a similar manner, z;, represents the 
input of labor into the first industry or, in other words, the wage bill of the 
first industry. Finally, X, is the total output of labor measured by the total 
compensation of labor. Also, j is understood to be a convention for i — 1. 

Actual data may now be fitted to this skeleton. For simplicity only four in- 
dustrial classifications have been chosen. Equations (I) thus reduced to: 


J Xi — fn — In — La = O 
—2y2 + Xo — te — Te = O 
—2Zi3 — In + X3 — Fa = O (Ia) 
—2u — Iu — Iu + Xe = 0 


Now, let industry one represent the more-or-less extractive industries, namely, 
(a) agriculture and foods and (b) minerals. Let industry number two contain 
(a) manufacturing, (b) transportation, and (c) government activities. Let in- 
dustry number three be foreign trade. This requires a certain stretch of the 
imagination. Exports are the inputs of this “industry” and imports are its 
outputs. Clearly this is a mathematical device to insure completeness in the 
model. An analogous assumption is made concerning industry number four which 
is taken to be households, as discussed above. Table 1 then shows the inputs 
and outputs of the four industries. That is, it shows the values of the X’s and 
the z’s. 

The structure of Table 1 differs from equations (Ia) only in that the net out- 
puts, X; , are transposed to the right. Thus, the total output of industry number 
one was $20,615,000,000, of which $5,111,000,000 went to industry two, $833,- 
000,000 was exported, and $14,671,000,000 was consumed by households. 

The second step in the Leontief system is the derivation of the productivity 
coefficients. These are defined by the equation: 


(IT) 
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It will be noticed that the a,; are analogous to the coefficients de fabrication of 
Walras. If Walras’ notation is changed to Leontief’s, the former’s definition 
of these coefficients is “...les quantities respectives de chacun des services pro- 


; TABLE 1 
Distribution of the Output of American Industry, 1939 
(in billions of dollars) 








| 
| a ar Ms oct 20.615 
| 





14.856 | ’ 67.135 


1.333 2.833 


5.273 ae * 68.848 





159.431 








Net input.....| 21.462 


Source: Adapted from Wassily W. Leontief, The Structure of the American Economy 
1919-1989 (New York: Oxford University Press, 1951), p. 140. 





TABLE 2 
Computation of Productivity Coefficients 





CONSUMING INDUSTRY 





2 3 





— 5.111 - -& 
on 67.185 | 2 
= .07613 = .29403 


-833 





_ 2.431 
2.833 
= .72064 = .85810 





a 1 
20.615 
06466 





_ 5.273 
20.615 
= .25578 














Souree: Table 1. 


ducteurs x4; qui entrent dans la confection d’une unite de chacun des produits 
X;....’ Elsewhere in the economic literature, these terms are variously re- 
ferred to as “input” or “technological” coefficients. 

2“ | the respective quantities of each of the productive services 2;; which enters 
into the production of a unit of each of the products Xj... .” Leon Walras, Elements d’eco- 
nomie politique pure (Lausanne, 1889), p. 231. 
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Leontief, following Walras,* assumes that for relatively short periods of time 
these productivity coefficients are constant. This assumption is another method 
of assuming that the production function is of homogeneity of degree one. That 
is, a doubling of all the inputs occasions a doubling of the outputs of any industry. 
Undoubtedly this assumption is the weakest link in the model itself as it pre- 
cludes substitution. The computation of these supposedly constant a,; values is 
shown in Table 2. 

The computation of the a,; is seen to be simply the process of dividing the first 
column of Table 1 by the sum of the elements in the first row, the second column 
by the sum of the elements in the second row, etc. Thus, in general, the elements 
in the j™ column are each divided by the sum of the elements in the 7“ row. 

Having computed the a,; , Leontief next substitutes these values into equa- 
tions (I). Since az, X: = zy and in general, 


agXs = Ty (IIa) 
we can write: 
X, — anXq — anX3 — anX, = 0 
—a2X; + X2 — apX3 — anX, = 0 (III) 


3X, — anX2 + X; — agX, = 0 
—a4X, — A4X2 — ayX3 + X, =0 


The values for the a;;’s which were computed in Table 2 are next sub stituted 
into equations (: iI). 


xX, cs .07613X2 - .29403X; = .21309X, = 0 
— .72064X, + X; — .85810X;, — .72403X, = 0 
— .06466X, — .02234X, + X; = 0 
— .25578X, — .94696X, + X,=0 


(IIIa) 


The set of equations (IIIa) may now be solved for the relative values of the 
variables. These equations are homogeneous and thus, because of the mathe- 
matics of the matter, cannot be solved for absolute values of the variables. 
Instead, they have an infinite number of solutions which are mutually propor- 
tional. It is not necessary, however, to solve (IIIa) by the usual methods. As 
the actual outputs in the base period obviously formed a solution to this system, 
we know that all solutions are proportional to these values. If these relative 
outputs are divided by the output of industry one (i.e. if industry number one 
is taken as a numeraire), the solution is 


X, = 1.00000 X; = .13742 (IV) 
X2 = 3.2566 X, = 3.3397 


In passing, it may be noted that any four numbers proportional to the values 
in (IV) will satisfy (IIIa). Thus the model clearly may be satisfied by negative 
values. Since all terms of (IV) are of the same sign, if one net output is negative, 


* Ibid., p. 232. 
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all must be negative. The concept of a situation in which all industries have 
negative outputs has no economic interpretation. Thus the mathematical proper- 
ties of the model may introduce results with no economic meaning. At the other 
extreme and of much greater importance is the fact that there is no upper limit 
on the various outputs. Thus the output of the automobile industry is assumed 
to be independent of the capacity of the steel industry or, for that matter, of 
the iron ore in the ground except as determined in the base period. Actually this 
statement is not completely true in that the capacity of the steel industry will 
determine automobile consumption of steel and will thus figure into the com- 
putation of the productivity coefficient.‘ On the other hand, the model does imply 
that as automobile-production is increased without limit, steel production will 
likewise increase with no regard for available iron ore reserves. This unfortunate 
result of the assumption of fixity of productivity coefficients would lead some 
students to conclude that the Leontief system should not be considered ‘“eco- 
nomics.’”’ Tjalling C. Koopmans and others have studied the effect of limitations 
on the variables as well as the possibility of substitution within the model. 
These considerations, which tend to bring the model back into areas more uni- 
versally considered as economic, are beyond the scope of this paper. 

One last point of interest is the comparison of household output and con- 
sumption. X, is the amount received for household services performed in the 
homely example used above. The sum of elements of column IV in Table 1 is 
household consumption. A comparison of these figures shows that while house- 
holds contributed $68,848,000,000 to the productive process in 1939, they 
received back only $64,519,000,000 in finished goods. At first blush this may 
appear to be empirical justification of a Marxian surplus value thesis. Actually, 
however, the discrepancy of $4,329,000,000 represents net voluntary consumer 
savings for the year 1939. 

The closed model discussed above is of some theoretical interest, but has little 
practical value. The major reason for its extended discussion was to acquaint 
the reader with the methods, notation, and assumptions of the basic Leontief 
system. These will be used in the discussion which follows in which the more 
refined and specialized models are considered. 


Il. THE OPEN MODEL 


The closed model discussed above assumes that all of the outputs are mutually 
dependent. This may be modified by assuming that one of the variables is inde- 
pendent and the remaining variables are dependent. To make this assumption 
the independent variable is shifted to the right of the equality sign in equations 
(I). The independent variable is then referred to as “the bill of goods.” Then, 
since only the dependent variables are to be determined, one equation may be 


4 The actual relationship is that in the period for which the productivity coefficients 
were computed, the output of the automobile industry was partially determined by the 
price of steel which was in turn partially determined by the underground supply of iron ore. 

5 Activity Analysis of Production and Allocation, ed. by Tjalling C. Koopmans (New 
York: John Wiley and Sons, 1951). 
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dropped. The result is m equations in m mutually dependent unknown variables, 
where m means n — 1. The advantage of such a procedure is that it allows 
the possibility of changing the distribution of the output of one industry. In 
the closed model all solutions were proportional to a fixed set of numbers. If 
one variable were changed, all others changed in proportional amounts. In 
the open model, however, the elements in the bill of goods may be varied at 
will. Thus it is possible to find the effects on output of all industries if the inputs 
of a given industry are altered. 
Household Model. If the household column is transferred to the right and if the 
household row is dropped,* using the notation of equations (Ia), we get: 
X; — 2n — 2n = a 
—Zy2 + X2 — Te T42 (V) 
—23 — 13 + X; = Za 


In this case, the bill of goods is consumption by households during the time period 
under question. Now, substituting equations (II) into (V) yields 


X, — ayX_q — anX3 = Za 
—ay2X, 4 X? —_ A32X3 Za (VI) 
— 3X; — dyX2+ X; = Ze : 


Equations (VI) are an example of the type used for prediction. Any desired 
bill of goods may be substituted on the right. Them after substituting in the a,; 
values from Table 2, the outputs required to produce the desired bill of goods 
may be computed. 

For example, suppose it were estimated that in year 195? consumers would 
need $5,000,000,000 worth of the goods of industry one, $70,000,000,000 worth 
of the output of industry two, and $1,000,000,000 worth of the output of industry 
three. What would the total output of each industry have to be in order for the 
economy to produce the desired bill of goods? How much of each other industry’s 
output should any one industry consume? What would be the wage bill of the 
economy? The household model will give an answer to these questions. 

Substitution of the bill of goods and the a,; of Table 2 into (VI) yields 


X, — .07613X; — .29403X; = 5 
— .72064X, + X; — .85810X; = 70 (VIa) 
— .06466X, — .02234X, + X; = 1 


whose solution is: 


X, = 81.981 (VII) 
X; = 3.627 


The values of the variables in equations (VII) are sometimes referred to as 
the solution vector. 


i = 12.308 


* Although any row may be dropped, both convention and theoretical consideration 
call for the row to be dropped which corresponds to the column transferred to the right. 
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The next question to be answered is, ‘How much of each other industry’s 
output is to be consumed by each industry?” This requires the solution of the 
zi; where the equation required for this solution is given in (II). These values 
are computed in Table 3 which shows, for example, that $6,241,000,000 of 
industry number one’s product must be consumed by industry two, and $1,066,- 
000,000 must be exported in order to produce the desired bill of goods. 

The possibility of computing the z,;; from the model is the property which 
has led to suggestions that it be used to replace the Controlled Materials Plan.’ 
Under this proposal, the needed military consumption of the products of each 
industry would be computed. To these would be added an estimate of the amount 
of each industry’s output required by consumers. Using this sum as a bill of 
goods, it would be possible to estimate the z,; . Each value for z;; would state 


TABLE 3 
Computation of the x; 





INDUSTRY CONSUMING 





| 2 3 








Zn = anXs tn = GnX; 
== (.07613) (81.981) = (.29403) (3.627) 
= 6.241 = 1.066 





—= Za = GnX; 
= (.85810) (3.627) 
= 3.112 


Zia = 2X) 
= (.72064) (12.308) 
= 8.870 








oe 


= (.02234) (81.981) | 
= 1.831 | 


= aX) | es = AyX2 we. 
| 





Source: Table 2, equation (VII). 


what portion of the output of industry 7 should be allocated to industry 7. This 
would eliminate any need for the Controlled Materials Plan. Although the plan 
appears on the surface to be very simple, it suffers from a fatal defect in that it 
does not consider the possibility of substitution. This is a crucial factor during 
wartime. Other problems involved will be considered below 

One other conclusion will be drawn from the example used in this section. 
First, however, the z,; should be checked for error. This may be done by substi- 
tuting in equations (V) with the following results: 


12.308 — 6.241 — 1.066 = 5.001 
—8.870 + 81.981 — 3.112 = 69.999 
— .796 — 1.831 + 3.627 = 1.000. 


7“TIndustry Bristles at Robot Planning,’’ Business Week, Jan. 5, 1952, p. 23. For an 
effervescent cataloging of current and contemplated uses, see Ezra Glaser, ‘“‘Interindustry 
Economics Research,’”’ The American Statistician, April-May 1951, pp. 9-11. 
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The last question to be answered by the model is, ‘How much labor is required 
to produce the postulated bill of goods, and how should it be apportioned?” 
This again is a question whose correct answer would have vast importance today. 
To solve this problem, one need only use the technique of Table 3, using the 
a,; values of Table 2 


Zu = ay4X1 = (.25578) (12.308) = 3.148 


zu = auX3 = ( 0 ¢ 3.627) = 0 





3 
LD zu X = 80.696 


The symbol >-3_; z4 stands for total payroll required to produce the desired 
bill of goods. The other notation has the meaning described previously. That 
is, for example, the wage bill of the first industry would be $3,148,000,000 if the 
desired bill of goods were produced. The importance of this facet of the model is 
obvious. 

Foreign Trade Model. It is possible to assume that the sole independent variable 
is the portion of each industry’s output which is exported. Exports are thus the 
inputs of the foreign trade “industry.” If foreign trade is taken as the sole inde- 
pendent variable, column three of equations (Ia) should be transferred to the 
right and row three dropped. The result is: 


X — In — Za Ta 
—Z2 + X2— Le T32 (Ib) 
—Iu — Iu + Xe = Tu. 


Equations (Ib) will be called the foreign trade model. 

Although it was stated above that it was possible to consider foreign trade as 
the sole independent variable, it was not stated that such a maneuver would 
be easy. In fact, it is hard to conceive of any situation in which all other factors 
adjust to accomodate one variable such as foreign trade. The major virtue of 
such an assumption is that even though unrealistic, it makes it possible to study 
the effect on each industry’s output of a change in the pattern of exports. 
Another feature is that the solution vector of the foreign trade model is identical 
with that of the household model. This follows from the rule for solving the four 
homogeneous equations (Ia) in four unknowns. A solution is gotten by trans- 
posing any one unknown to the right, assigning it an arbitrary value, dropping 
any one equation, and then solving uniquely for the remaining variables. Any 
of the infinite solutions is proportional to the values gotten in this manner.’ 
Thus, it makes no difference which industry is transferred to the bill of goods. 

In the open models, if the bill of goods falls to zero, the outputs of all other 
industries also becomes zero. This is much more likely to happen in the export 
model than in the household model. That is, exports conceivably may fall to zero 
for a year, but household consumption could not. Thus the embarrassing instance 


* See page 484 above. 
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of finding that all industries have outputs of zero is more likely to be realized 
in the foreign trade model than in the household model. In this instance the 
foreign trade model is more unrealistic than the household model. 

The Autonomous Expenditures Model. In the preceding models two different 
industries have been placed in the bill of goods. It is theoretically possible to 
place any industry or combination of industries in the bill of goods. All models of 
this type suffer from certain disadvantages which the autonomous expenditures 
model, described below, seeks to overcome. The first disadvantage is that such 
models indicate that all outputs fall to zero if the bill of goods falls to zero. This 
objection, which stems from the assumed fixity of productivity coefficients 
becomes fatal when it is desired to study the outputs of industry for a bill of 
goods in the neighborhood of zero. 

The second major objection is that models of this type do not make use of 
all the data. If one column is transferred to the bill of goods and one equation 
dropped, the model loses the ability to portray what might be styled the “feed- 
back’”’ mechanism. This loss is inherent in the assumption that the bill of goods 
is the independent variable. As a result changes in dependent variables occasioned 
by changes in the independent variables are assumed to have no effect back on 
the independent variable. Thus the model can be used to obtain only the primary 
effects of a change in the bill of goods. This may be illustrated by the foreign 
trade model. 

Suppose, for example, it were desired to find what would be the outputs of all 
industries if the composition of the total export bill of goods changed in a given 
manner. The given export bill of goods could be substituted into the model and 
various outputs solved out. These solutions involve an implicit assumption that 
the changed outputs, occasioned by the changes in exports, do not have an effect 
back on exports. Thus these changes will not be shown by the model. Further- 
more, this omitted consideration is only one element in a chain. Thus only pri- 
mary adjustments are involved and subsequent stages are not considered. For 
this reason if one computed by means of an open Leontief model an international 
trade multiplier showing the effect of an increase in the export of one commodity 
on the outputs of all domestic industries, such a multiplier would be what has 
come to be called a pseudo-multiplier. The multiplier would describe only the 
first step in the long process of adjustment and would thus have little value. 

Harlan M. Smith has suggested certain modifications of the basic Leontief 
model which overcome these objections.’ Smith places no industry in toto in 
the bill of goods. Instead, he breaks his inputs into two classes—autonomous 
expenditures and those which vary with output. The introduction of the au- 
tonomous elements represents the next degree of complexity beyond the simple 
functions of equations (III). As an example of this dichotomizing consider the 
expenditures of the Federal government. Certain Federal expenditures may be 
considered inputs for some industries. An example might be the government 
subsidy of the mails. If an industry increases its output, it may increase its postage 


* “Leontief’s Input-Output Studies as a Basis for Specified Multipliers’ (University of 
Chicago, 1949), unpublished. 
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proportionally. Thus the government subsidy to this industry increased in por- 
portion to the industry’s output. All government expenditures which vary directly 
with the output of industry are left in the government row. Government expendi- 
tures which do not vary with output are transferred to the bill of goods. Exports 
may be split in a similar manner. The proceeds from a portion of the exporter’s 
activity are used to finance imports. However, there is also an autonomous ele- 
ment in foreign trade. That portion of imports which is assumed directly de- 
pendent on exports is placed in the import row while the remainder (defined as 
autonomous) is transferred to the bill of goods. Investment is treated similarly. 
The variable or induced investment of each industry is left in the input row of 
that industry while autonomous investment is transferred to the bill of goods. 

Finally, Smith assumes that there is some irreducible minimum level of con- 
sumption for each product. This is the output which would just maintain a 
subsistence level for all. This “irreducible minimum” is transferred to the bill of 
goods. Even if the other autonomous expenditures are all zero, the minimum 
household consumption still retains its positive values. For this reason the equa- 
tions (1) lose their homogeneity and may be written 


Xi — In 
—Zi2 + Xe 
(VIII) 


sath is a 


where k; is the autonomous expenditures or input of the i** sector. These equa- 
tions may be solved uniquely for the variables. Absolute output is no longer 
indeterminate as it was in the closed models, yet the “feed-back” mechanism is 
present. 

By means of the autonomous expenditures model it is possible to compute 
specific multipliers. That is, it is possible to find the effect on the output of 
each industry of a small increase in any one autonomous expenditure. As the 
output of households is labor it is possible to find the effect of changes in au- 
tonomous investment in one industry or government outlay on the composition 
of employment. Furthermore, any multiplier so computed is not a psuedo- 
multipler but takes induced effects into consideration. This model presents 
one serious difficulty, however. While the introduction of the k; values permits 
the derivation of specific multipliers it also follows that these multipliers are 
dependent on the definition of the autonomous elements. This introduces a 
subjective factor into the analysis. “Autonomous” is a word which should be used 
sparingly in economics. 

As an example of the autonomous expenditures model, consider the following 
data: 

1. All outputs, X; , and inputs, z,; , are the same as those of Table 1 

2. The imputs are all variable except for these autonomous elements: 

a. Minimum household consumption of industry one is 4.000. 
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b. Minimum household consumption of industry two is 12.000. 
c. Industry two makes an autonomous investment of 2.000 from industry 
one’s output. 


TABLE 4 
Distribution of the Output of American Industry, 1939 
(in billions of dollars) 





INDUSTRY CONSUMING 


INDUSTRY 


PRODUCING he 





1 2 3 








12.856* _ -431 37.848* | -000 
1.333 1.500 - 
5.273 63.575 





Paes 
_ §.111 . ake 10.671* 4.000 





* Differs from equivalent entry of Table 1. 
Source: Table 1, text. 


TABLE 5 
Computation of the Productivity Coefficients for the Autonomous Model, 1939 





CONSUMING INDUSTRY 
PRODUCING 


INDUSTRY 





1 











-" | 
62362" 
.06466 
25578 | 





* Differs from equivalent entry in Table 2. 
Source: Table 4. 


The new input-output matrix is slown in Table 4. The a,; , or productivity co- 
efficients may be computed exactly as they were in Table 2. On substituting 
the data of equations (II), Table 4 and Table 5 into (VIII) we obtain: 


X, — .07613X, — .29403X; — .51763X,= 4.000 , 
— .19949X, + X, — .85810X; — .56376X, = 12.000 (VIIa) 
— .06466X, — .02234X, + X3 = 0 
— .25578X, — .94697X2 + Xs 0 


The solution of equations (VIIIa) for outputs is 


X, = 18.750 X3 = 2.5406 


X, = 59.492 X, = 61.132. (IX) 


The most important reason for setting up the autonomous expenditures 
model is to compute the multiplier effects of autonomous expenditures in any 
field. The actual computation of these multipliers is beyond the scope of this 
present paper. This subject is adequately treated by Smith.” 


10 Thid. 
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III. CRITICISMS OF THE LEONTIEF SYSTEM 


There are many and varied criticisms of Leontief’s system. For purposes of 
simplicity, these criticisms will be treated under four categories. 

Statistical Error. The basic data on inputs and outputs by industries are fre- 
quently faulty and often nonexistent. As a result the productivity coefficients 
computed from these data are in reality only estimates of the actual coefficients. 
It is impossible to obtain with any accuracy the distribution of the estimates 
about the actual values. There is certainly no reason to assume the distribution 
is normal. Without knowing the distributions it is impossible to assign bounds 
to errors arising from the use of these estimates. Thus it is clear that using 
available data to estimate the productivity coefficients introduces a ‘‘statistical 
error” of unknown magnitude. 

Round-off Error. The problem in this model is to solve the n equations in 
the n unknowns. For the model to have any practical use, n should be at least 
fifty. When n is much smaller, the concept of an industry is so broad as to render 
results valueless. On the other hand, if n becomes too great there is less justifi- 
cation for assuming that the productivity coefficients are constant in the short 
run. Fifty equations has come to be accepted in some quarters as a good com- 
promise between these evils. To solve fifty equations in fifty unknowns, resort 
must be had to electronic calculators and matrix algebra. The Mark I calculator 
has twenty decimal places; the Mark II, only ten. In these two calculators, 
then, the computations must be rounded off after every operation but the first 
few. As a result round-off error builds up rapidly. In the simple four by four 
models of this paper round-off error is not significant. When the methods dis- 
cussed here are extended to tables of the order of magnitude of fifty by fifty 
and above, round-off error becomes unmanageable. The number of significant 
figures required because of round-off error may be greater than those available. 
As a result the number of significant figures in the answers may be nonexistent. 

Truncation Error. Although the fact is not demonstrated in this paper the 
solution of equations (I) involves the matrix operation of inversion. The matrix 
of coefficients of system (I) after substitution of equations (II) therein may 
be written as (I — A) where 7 is the unit or identity matrix. It can be shown 
that under certain circumstances 


(I — Aj? =I + A'+ A?4+--- + A™+---- (X) 
That this is so may be seen intuitively from the relationship 


~— 
(1 — a) 
where a is a real number. This relationship may be verified by taking the sum 
of the geometric progression on the right. It will be seen then that the series 
coverges to the term on the left only if a is less than one. An analogous restriction 


must be made concerning A in (X). 
Series (X) is an infinite series but because of time required in calculation only 


=(1-a)'=1+a+a+---+a"+--- (XI) 
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a finite number of the terms may be computed. Thus, there is always an error 
involved in not carrying the series further. It can be shown that this truncation 
error may generally be made arbitrarily small for Leontief matrices. However, 
the series may converge so slowly that it would be uneconomical to use an 
expensive electronic calculator to get the necessary accuracy in the answers. 

Model Error. The term model error will be used to designate all error arising 
from the fact that the given model only approximates reality. The better the 
model, the smaller will be this class of error. Model error has been considered 
in the Leontief system throughout the above discussion. The major source of 
such error was the assumption of fixity of the production coefficients. This 
assumption was shown to be the source of wide variations from reality. For this 
reason, little faith should be placed in any conclusions drawn from a Leontief 
model with fixed production coefficients. This is probably the most serious of 
the sources of error mentioned. 


IV. CONCLUSIONS 


The conclusions are inescapable. The Leontief system as currently expounded 
is subject to such a large probable error as to render it useless for purposes of 
prediction. The combination of statistical and round-off errors results in a 
highly inaccurate estimate of the outputs and inputs in a never-never land of 
fixed productivity coefficients. For this reason it is unthinkable that the model 
should be used for policy making purposes toda~. It is greatly to be desired, 
however, that the work of Koopmans and others in this field’ be continued. 
Eventually, the fruit of such endeavor may be coupled with more accurate 
statistics and with the results of research in the field of round-off error. The 


off-spring of such a union could be more seriously considered for policy making 
purposes. 


" Activity Analysis, op. cit. 





EMPLOYMENT AND RELATIVE EARNINGS OF SPANISH- 
NAME PERSONS IN TEXAS INDUSTRIES* 


FREDERIC MEYERS 
The University of Texas 


I. INTRODUCTION 


Great national concern has been continuously evidenced for some years now 
over the flow and counterflow of persons of Mexican origin across the political 
border between the United States and Mexico. Congressional committees, a 
President’s Commission, labor, farm and other groups have been quite vocal in 
suggesting ways of dealing with the problems created by migrant labor of Mexi- 
can origin. Much of the more recent discussion, however, has centered upon the 
Mexican in agriculture, and more particularly on those who intend, or whom it 
is intended, to be purely transitory in this country. 

Crucial as the problems created by migrant Mexican agricultural labor are, 
however, for Mexicans, United States workers, and many United States farmers 
and communities, the whole of the problem created by mobility across an in- 
ternational border into many types of enterprise of peoples representing differ- 
ent cultures, standards of living, skills and traditions is much broader. It is the 
purpose of this paper to present the results of certain exploratory research on 
another aspect of this general problem. 

From the days of Mexican sovereignty over much of the Southwest, migration 
into what is now the United States, and even into what was then United States, 
has occurred. Much of this traffic has been one way. Many Mexicans have come 
to the United States to stay, whether or not that was the original intent. Be- 
cause of the ease created by proximity, the length and difficulty of guarding the 
border, and the oft forgotten fact that legal migration is, relative to European or 
Asiatic immigration, at law easy (there being no quota limitation) the volume 
of Mexican migrants coming to remain has been large. Because of its proximity, 
the numbers coming to remain in Texas have been exceptionally large. It has 


* Short as this study is, its preparation entailed the collection of huge piles of data, in 
the selection of a sample and the transcription of information from Employment Service 
records. This data then had to be refined down to that contained herein. This was made 
possible by financial assistance from the Texas Council on Human Relations and the Texas 
Federation of Labor. C. P. Blair and John Menz did much of the working of Employment 
Service records. 

The cooperation given to the project by the personnel of the Texas Employment Com- 
mission was extremely gratifying—without it nothing could have been accomplished. 
Accordingly, the author wishes to acknowledge his especial debt to the Commissioners, 
Mr. Harry Benge Crozier, Mr. Dean Maxwell, and Col. Dwight Horton. Mr. Ted Clifford, 
Mr. John Ross and Mr. John Steinle of the Commission staff contributed generously of 
their time. The author, of course, takes complete responsibility for the study, and any 
points of view expressed in it are his alone. 
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been estimated that in the neighborhood of one-sixth of the population of Texas 
is of Mexican origin.’ 

These immigrant Mexicans, and their descendants, live, play, educate their 
children, die and are buried in a society in which they are linguistically and 
culturally different, and distinguishable in appearance, from most of their neigh- 
bors. Coming with different culture patterns, they do these things differently 
than their neighbors. In so doing they become subjected to group treatment 
such that changing yet still different behavior patterns are observable. What- 
ever may be the social, economic and psychological roots, Mexicans have fre- 
quently been treated differently and respond in ways that perpetuate distin- 
guishability. Living in the worst housing, they become disease ridden and there- 
fore are regarded as dirty. Segregated in schools in some areas, they perpetuate 
in their children inability to speak the majority language as others speak it, and 
the children are regarded as foreigners. 

Much attention has been paid to the problems, not only for Mexicans but for 
the whole community created by these patterns. But little attention has been 
paid to another group of problems. We know that Mexicans are frequently 
housed separately, play separately, are educated separately—though it must 
be said that much has been done in recent years to remove these distinctions, 
and that remarkable progress has been made. That progress has resulted at least 
in large part from a recognition of the social costs involved in the preservation 
of the older patterns. But we do not know with any degree of positiveness 
whether in the vitally important area of work whether they act differently or are 
treated differently (except as we see it from haphazard observation, directly and 
indirectly from the apparent fact that the incomes of many Mexican families 
are unusually low). If they are treated differently, and act and react differently, 
we do not know the consequences, for them and for the community at large. 

This study was undertaken primarily to provide some taking off points for 
more intensive study of these questions. It was hoped that sufficient data could 
be obtained to determine whether, on the face of limited and not very reliable 
data, intensive investigation would yield worthwhile results. The author’s con- 
clusion is strongly in the affirmative. It was also hoped that the data would 
provide a basis for some research hypotheses and some suggestion as to poten- 
tially productive areas of research. This study is published largely because it is 
believed that the data will be suggestive of such research problems. 

A previous short monograph, confined to presenting certain results for manu- 
facturing industry alone has been published.? This study should be regarded as 
a second part to that. It will present data for both manufacturing and nonmanu- 


1 See: Saunders, Lyle, ‘“The Spanish-Speaking Population of Texas,’’ The University 
of Texas, Inter-American Education, Occasional Papers V, 1949. More reliable data will be 
forthcoming in the results of the 1950 Census, in which cards have been punched for persons 
of Spanish name. 

2 Meyers, F., ‘“‘Spanish-Name Persons in the Labor Force in Manufacturing Industry 
in Texas,’’ The University of Texas, Inter-American Education, Occasional Papers VIII, 
July, 1951. 
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facturing industries, and will attempt to go further with analysis of the data 
than was expedient with the smaller sample of industries in the earlier study. 


Il. SOURCE OF DATA AND METHOD 


All of the information contained in this study came from a common source, 
the reports of employers to the Texas Employment Commission required under 
the law and administrative regulations. The information, therefore, is limited 
to employees of employers covered by the Texas Unemployment Compensation 
Act, as of the second calendar quarter of 1950. 


TABLE 1 

Number of Employees in Texas Industry as Estimated by the Bureau of Census and Number 
of Employees Covered by the Texas Unemployment Compensation Act, April, 1950, by 

Major Industry Groups 


CENSUS 
NUMBER 
ESTIMATE OF | coverep BY 


INDUSTRY GROUP NUMBER OF ; 
EMPLOYEES bp ot 
(000’s) 


Construction ; ‘ iabaktaen dundee 246 106 
Manufacturing ; ent 325 
Transportation, Communication and other Public Utilities. . 233 143 
Wholesale and Retail Trade ; biwaus ; 619 364 
Service Industries 608 109 


Sources: Bureau of Census, 1950 Census of Population, Preliminary Reports, Series 
PC-6, No. 10, March 30, 1951, “‘Characteristics of the Population of Texas”’; Texas Employ- 
ment Commission, Form ES-202, Second Quarter, 1950. 


Under Texas law, generally employers in nonagricultural industry are covered 
if, as an “employing unit,”’ they employ eight or more persons “in each of twenty 
different weeks, whether or not such weeks are or were consecutive within either 
the current or preceding calendar year.”’ In addition, emplcyers of fewer than 
eight employees, thus defined, may elect coverage, although relatively few have. 

Table 1 compares the number of employees in each of the major industrial 
groups in Texas, as estimated by the Census Bureau as of April 1, 1950, with the 
estimated number covered by the Texas Unemployment Compensation Act in 
April 1950. 

Since the data contained herein reflect only covered employees and employers, 
it should be noted that large numbers of employees in the nonmanufacturing 
industries in Texas, presumably those in the very small establishments, are not 
represented. This should be kept in mind in interpreting the data. 

An employing unit is so defined to include all of the several producing estab- 
lishments of a multi-establishment organization. Neither the law nor adminis- 
trative regulations in Texas require a multi-establishment employer to report 
payroll details separately for each establishment. However, multi-industry em- 
ployers are required to indicate the several industries in which they operate in 
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covered employment, average monthly employment in each industry, and total 
taxable earnings for each industry. 

Payroll detail reports are submitted by covered employers at the end of each 
calendar quarter. These reports list each covered employee by name and social 
security number, and, for each, his taxable earnings during the quarter. Taxable 
earnings include earnings up to $3,000 per year. Taxes are levied and based on 
the entire earnings of each employee until, chronologically, he has earned $3,000. 
That is, if the earnings of an employee were $500 per month, all of his earnings 
would be shown as taxabie for the first six months in a calendar year, and none 
for the last six months. 

From these and summary, contributions reports made by each employer, the 
Commission compiles a listing by three digit Standard Industrial Classification 
industry groups of all employers covered in each quarter. Within these industry 
groups, employers are listed in the order of their Employment Commission code 
number. These are, generally speaking, assigned chronologically. 

It was originally determined to choose separate samples for each two digit 
industry group. Samples were chosen for each such industry group so as to give 
a nearly constant standard deviation for each industry sample, such that for 
any sample proportion of 50%, the chances were 19 out of 20 that the true pro- 
portion lay between about 38% and 62%. 

In general, all ‘miscellaneous’ and very small categories were excluded. 
Telephone and telegraph was excluded to avoid revealing information as to a 
single firm. Except for Local Railways and Buses, and Trucking and Warehous- 
ing for Hire, which were included, other utility groups were excluded since they 
were not amenable to regional analysis. Within the group Wholesale Distributors 
other than Full Service and Limited Function Wholesalers, Manufacturer Sales 
Branches and Sales Offices were excluded. These were almost entirely local 
offices of national distributors and their exact location could not be determined. 
In general, they represent a small group of employers. In the transportation 
equipment industry, all of the large employers in automobile and aircraft manu- 
facturing, in addition to an appropriate sample in accordance with the foregoing 
rule of small firms, were included. 

It was determined to select the sample from payroll detail reports for the 
second quarter of 1950. This seemed to be most appropriate since, first, it was 
desirable to select a quarter early in the year to avoid understating quarterly 
earnings any more than necessary because individuals ran beyond the statutory 
taxable limit of $3,000. Payroll detail reports for the first quarter of 1951 were 
not yet available at the time the sample was taken. It was decided to use the 
second quarter 1950, despite the exclusion of some, though not large, amounts 
of earnings for some employees, since the first quarter of 1950 was, in Texas, 
still one of substantial unemployment, and it was desired to avoid this possible 
distortion of the full employment pattern. In addition, adjustments to the new 
federal minimum wage of $.75 per hour, effective during the first quarter, could 
have been achieved at least in part by the second quarter. 

The Employment Commission listing referred to above provides no informa- 
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tion whatsoever about the location of an employing unit, or of the character of 
the employees. Accordingly, the sample was selected for each industry from this 
list. The only stratification that should result should be a very rough selection 
by chronological age of firm, and by three digit classification within the two 
digit group. In a very few instances where the sample thus selected did not seem 
representative of the size distribution of firms in the population, adjustments 
were made to procure a more representative sample, with emphasis placed upon 
getting adequate representation of the larger firms as measured by number of 
employees.’ This was done without knowledge or reference to location or ethnic 
composition of the labor force. 

The Employment Commission code identification of the firms thus selected 
was recorded, together with total and total taxable payrolls for the quarter, 
and reported monthly employment for each of the three months in the quarter. 

The payroll detail reports for each employer code thus selected were pulled 
from the files. For each such report, the location from which the employer re- 
ported was recorded and the total number of employees receiving pay during the 
quarter was counted. Individual names were then examined, and the last four 
digits of the social security number and quarterly earnings for each Spanish- 
Name employee was recorded on a separate work sheet for each employing unit. 
For employers reporting from out of state, and in cases where there was reason 
to believe that the location from which the report came differed from the actual 
location of the employees, the actual location was checked by means of The 
University of Texas, Bureau of Business Research, Directory of Texas Manu- 
factures, 1950, and such other sources as were available. Where location could 
not be determined, the firm data were included in state-wide totals, but not in 
regional totals. 

For the purposes of this study, Spanish-Name is the definition of the separable 
group. This, of course, is not a precise definition of any distinguishable group. 
Any adequate definition would be subjective—those who regard themselves as 
“we,” as distinct from a majority “they,”’ and who are regarded by the majority 
as “‘them.”’ For the general purposes of this study, however, it is regarded as an 
adequate means of identification. The results will indicate that there are mean- 
ingful differences between the group thus defined and others in the labor force.‘ 

Aside from the conceptual difficulties with this definition, there are practical 
ones. It is not always clear whether a name is or is not of Spanish origin. How- 
ever, fewer doubtful cases than might have been anticipated appeared on the 
payroll detail reports. It is estimated that doubtful names, excluded or included, 
amounted to at best one or two per cent of the total classified as Spanish-Name 
in the sample. As might have been expected, the larger number of doubtful 
cases appeared in North and East Texas, where second or third generation 
Mexicans englicize their names or intermarry with other ethnic groups. 


* The unrepresentativeness of the sample in the paper industry referred to in the pre- 
vious study at p. 17 has been corrected. Thus the data for the paper industry are somewhat 
different in this from those previously published. 

* See: Saunders, Lyle, op. cit., for discussion of this means of identification. 
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As indicated above, the Employment Commission does not require a separate 
report for each of the establishments of a multi-establishment employer. And 
for multi-industry employing units, whether the several industries be repre- 
sented by a single or by multiple establishments, only summary data broken 
down by industries are required. 

This presented a real problem in the examination and analysis of the payroll 
detail reports. However, many multi-establishment employers, though not re- 
quired to do so by law, did in some manner indicate which of their employees 
were employed at each location. In other cases, the reports were obviously pre- 
pared, though not identified, by establishments, and, with such information as 
could be obtained from other sources concerning the relative size of the several 
establishments of a single employer, allocations of the payroll detail to each 
location and industry were made. In some few remaining cases, such separation 
of the units of a multi-unit employer was impossible. In these cases, where the 
employees were known to be in very large majority in one establishment, the 
entire unit was assigned to that location. In other cases, where there were a 
large number of units and each was not identifiable on the payroll detail, the 
firm was included in industry totals but not in the separate geographic area 
totals. 

The biggest difficulty with multi-establishment and multi-industry reports 
came in petroleum production and refining, in which industries the larger firms 
characteristically are integrated, and are frequently multi-unit in production, 
refining and sometimes marketing. Because of the prevalence of this situation, 
the sample in petroleum production was combined with a sample taken for 
petroleum products, and only combined weighted totals are shown, not broken 
down either by industry or area. 


III. PROPORTION OF SPANISH-NAME PERSONS IN SAMPLE, BY 
INDUSTRIES 


The first question investigated was that of whether there were significant 
differences between industries in the proportions of Spanish-Name persons em- 
ployed, and whether, on their face, there were any uniformities between those 
industries which employed Latins in large numbers, and those which did not. 
Table 2 presents the proportions of Spanish-Name persons on the quarterly 
payroll of establishments in the sample, by industry, for all of Texas.® 

In attempting to account for this ranking, it was first hypothesized that it 
might be associated with differences in levels of earnings between industries. 
However, no very adequate data on earnings by industry within Texas are avail- 
able. It is possible to compute from the sample data average quarterly earnings 
per payroll name, i.e., per employee while in the employ of a single employer. 


5 It should be noted that the calculations of proportions of Spanish-Name employees by 
industry are based on payroll names. If turnover is greater among Spanish-Name employees 
than among others, these proportions are overstated, and vice versa. This bias may be dif- 
ferentially present as between industries. This should be kept in mind in interpreting all 
of the data. 
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These computations were made and ranked, and their ranks correlated with the 
ranking by industries of proportions of Spanish names on the payrolls by the 
Spearman rank correlation method. The result is a negative rank correlation 


TABLE 2 


Proportion of Spanish-Name Persons Employed by Firms In Sample of Manufacturing 
and Nonmanufacturing Industries in Texas, Second Quarter, 1950 





| PROPORTION OF 
SPANISH-NAME 
EMPLOYEES 





Leather & Leather Products 

Hotels & Rooming Houses. ... 

Apparel & other Finished Textile Products 

Primary Metal Industries. : 

General Contractors, other than building. . 

Textile Mill Products ‘ 

Eating and Drinking Places. 

Furniture and Fixtures 

General Building Contractors. 

Stone, Clay and Glass Products 

Personal Services 

Wholesale and Retail Trade combined 

Full Service and Limited Function Wholesalers 

Food and Kindred Products....... 

Local Railways and Bus Lines 

Retail General Merchandise 

Retail Apparel and Accessories. 

Special Trades Contractors 

Machinery, (except electrical) 

Paper and Allied Products 

Trucking and Warehousing for Hire. 

Retail Food and Liquor Stores. ... 

Printing, Publishing, and Allied Industries 

Motion Pictures oe as 

Retail Filling Stations 

Auto Repair Services and Garages... 

Retail Automotive Ms 

Chemicals and Allied Products ’ 

Wholesale Distributors, other than Full Service end Limited Function! 
(except sales branches of manufactures). . ss 

Fabricated Metal Products (except Ordnanee, Machinery ‘and Trans- 
portation Equipment)..... 

Lumber and Wood Products (except Fornitere).. 

Petroleum production and Petroleum Refining 

Transportation Bysipment. ene pares 
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coefficient of —.45. This result is well within the 5 per cent significance level, 
even accounting for the unreliability of the rank method of correlation and 
indicates an inverse association between levels of earnings ‘thus measured) and 
proportions of Spanish-Name employees between industries. 
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This earnings measure, however, reflects both the rate of earnings and regu- 
larity of employment, since employees may work only part-time or for several 
employers during a quarter. In an attempt to correct at least in part for the 
factor of differential regularity of employment between industries, a second 
measure of earnings was devised. Each reporting employer reports his estimated 
average employement in each of the three months of the quarter to the Employ- 
ment Commission, which computes totals by industries. Since total payrolls are 
also reported, it is possible to compute an average quarterly earnings for the 
average monthly employment. These computations were made, ranked and 
correlated with the rank in proportions of Spanish-Name employees. The result 
is a negative rank correlation coefficient of —.40, indicating again a significant 
inverse association between levels of quarterly earnings, with the influence of 
regularity of employment minimized, and proportions of Spanish-Name em- 
ployees. 

Since irregularity of employment was a significant factor in the first measure 
of earnings which was significantly related negatively to proportions of Latins, 
an effort was made to construct a very rough index of relative regularity of em- 
ployment between industries, so as to test a hypothesis that Latins tend to be 
concentrated in industries characterized by relatively great irregularity of em- 
ployment. 

An industry which shows relatively high average quarterly earnings computed 
on the basis of average employment, yet low earnings on the basis of employ- 
ment for a single employer is one in which there is a high incidence of short 
term employment, and vice versa. Such differences in employment patterns 
between industries should be reflected in the differences in ranks as quarterly 
earnings from the two sets of data are ranked. These differences in rank were 
computed and themselves ranked, as an extremely rough ranking of industries 
according to the relative regularity of employment. The rank correlation coeffi- 
cient between this set of ranks and the ranking of industries by proportions of 
Spanish-Name employees is —.21. This value is too low, considering the number 
of items in the sample and especially considering the roughness of the measures, 
to be regarded as significant. It would perhaps indicate that further investiga- 
tion of this relationship is worthwhile. 

For the State as a whole, then, the data indicate that Spanish-Name em- 
ployees tend to be concentrated in the lower earnings industries, and that no 
conclusions may be reached as to whether or not they are concentrated in in- 
dustries in which average tenure of employment is relatively short. The data, it 
should be repeated, are of such character that they can only indicate hypotheses 
which should be tested by further research. It should also be noted that no in- 
ferences can be made, on the basis of these data, as to cause-effect relationships. 
They only indicate some associations, without necessary implications as to which 
of the several variables is independent, or whether they may not all be de- 
pendent upon an unmeasured variable.’ 
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IV. PROPORTIONS OF SPANISH-NAME EMPLOYEES, BY INDUSTRY 
AND REGION 


The meaningfulness of these data is further impaired by the fact that neither 
Latin-Americans, nor the several industries are evenly distributed throughout 
the State. Although there are significant proportions of Latin-Americans in 
most sections of Texas, they are greatly concentrated in the southern part of 
the State. In some six counties are concentrated about half ihe Latin popula- 
tion—the counties of Bexar, El Paso, Nueces, Webb, Cameron and Hidalgo. If 
certain of the industries studied are not significantly represented in these coun- 
ties, it almost necessarily follows that it will have a relatively small proportion 
of Spanish-Name employees. 

In order to evaluate the significance of this concentration of the Latin popu- 
lation in a small area, the sample was divided geographically (with the omissions 
and possible error indicated in the preceding section). Table 3 presents the result 
of this geographic subdivision of the data. 

Inspection of Table 3 will reveal the interesting fact that the industries in 
which Spanish-Name employees seem to be concentrated in South Texas are not 
necessarily those in which they are concentrated in the rest of Texas. A rank 
correlation coefficient of .24 is expressive of this slight degree of association. 
This would seem to run contrary to the common view in areas in which Latins 
predominate, that temperamentally or out of prior environmental circumstances, 
Latins are peculiarly fitted only for certain industrial pursuits. There is little 
consistency, even within the State of Texas, in the patterns of Latin employment 
by industry and region. 

The relationship in each of the regions between the ranking of industries by 
proportions of Spanish-Name employees, and levels of earnings was investigated 
to the extent the data permit. No regional data on earnings by industries are 
available—the Employment Commission does not break down its industry totals 
by area. Thus, the only available measure of earnings was that derived from the 
sample data—average quarterly earnings while in the employ of a single em- 
ployer. As indicated, this reflects significantly not only position earnings, but 
regularity of employment. For the six South Texas counties, earnings, thus 
measured, related to proportions of Spanish-Name employees yields a negative 
rank correlation coefficient of —.46, a significant inverse relationship between 
earnings and proportion of Latins. For the rest of Texas, no significant results 
were obtained—the coefficient was —.18. This would seem to indicate that it 
is only in the areas in which Latin-Americans appear in large numbers do they 
tend significantly to be concentrated in the low earnings and/or casual industries. 

This conclusion is reinforced when one investigates the differences between 
the ranking of industries between the six South Texas counties and the rest of 
Texas. In general, Spanish-Name employees seem to be more greatly concen- 
trated in manufacturing than in nonmanufacturing in South Texas. But among 
the manufacturing industries, those which rank higher in proportions of Spanish- 
Name employees in South Texas than elsewhere are the light nondurable goods 
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industries, which are, generally, the lower wage industries. Among the non- 
manufacturing industries, of the seven industries ranking higher in South Texas, 
four are among the lowest six nonmanufacturing industries in order of average 


TABLE 3 


Proportion of Spanish-Name Employees in Sample of Manufacturing and Nonmanufacturing 
Industries, Siz South Texas Counties and the Rest of Texas, Second Quarter, 1950 





INDUSTRY 


1 
| 
| 


| Counties 


PROPORTION OF 
SPANISH-NAME 
EMPLOYEES 


Six 


| Rest of 
Texas 





Textile Mill Products 

Apparel and other Finished Textile Products. ... 

Motion Pictures. . BE pg ne 

Leather and Leather Products. . 

Ry Se SI IN Si oS inedcuivewes cdncdsenscdssenne 
Stone, Clay and Glass eas 
Primary Metals 

Personal Services ‘ 
ee cs ca na mecebuine ke ean sh neem ae ewes 
Hotels and Rooming Houses 

Food and Kindred Products 

Wholesale and Retail Trade combined. 

General Building Contractors 

Full Service and Limited Function Wholesalers 

Furniture and Fixtures. ... 

General Contractors, other than building. . 


Fabricated Metal Products (except Ordnance, Machinery and Transpor- 


tation Equipment) 
Retail Filling Stations..... 
Eating and Drinking Places.. 
Machinery (except electrical). . baa 
Lumber and Wood Products (except feraitere).. 
Retail Automotive... waaeet shaaes 
Special Trades Contractors. 
Retail Apparel and Accessories.......... 
Auto Repair Services and Garages. 
Retail Food and Liquor Stores. 
Chemicals and Allied Products. 
Trucking and Warehousing for Hire. . ere 
Printing, Publishing and Allied Industries... 
Local Railways and Bus Lines 





Wholesale Distributors, other than Full Service ond Limited “Funetion| 


(except sales branches of manufacturers). ... 
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87.4 
83.7 
79.3 
76.3 
72.1 
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earnings (while in the employ of a single employer), and all are among the lowest 
ten(of eighteen). In contrast, these employees fare relatively well outside South 
Texas in the relatively high paid construction industries. Thus, Spanish-Name 
employees seem to be most greatly concentrated in the low wage industries in 
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those areas in which they represent a relatively large proportion of the labor 
force. 


TABLE 4 
Ratio, Average Quarterly Earnings While in the Employ of a Single Employer, Spanish-Name 
Employees to Non-spanishName Employees, All Texas, Siz South Texas Counties and 
Rest of Texas, Second Quarter, 1950 





RATIO OF EARNINGS, SPANISH-NAME 
TO NON SPANISH-NAME EMPLOYEES 
INDUSTRY 





All Six Rest of 
Texas Counties Texas 


% % 


89.7 133.4 
| 77.9 110.3 
| 96.2 
| 103.5 

78.3 

70.9 

79.7 

82.3 

79.1 
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Apparel and other Finished Textile Products. 
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Printing, Publishing and Allied Industries. 
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General Contractors, other than building. 

Retail Automotive é 

Motion Pictures 
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Personal Services 

Furniture and Fixtures 

Retail Food and Liquor Stores 

Transportation Equipment 

General Building Contractors 

Machinery (except electrical) 

Paper and Allied Products 

Retail General Merchandise 

Petroleum Production and Products. 

Textile Mill Products ; 

Full Service and Limited Function Wholesalers 
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Special Trades Contractors 
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Chemicals and Allied Products. 
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Vv. THE RELATIVE EARNINGS OF SPANISH-NAME EMPLOYEES 


Employment Commission records do not contain direct information concern- 
ing individual occupation. Thus, occupation levels may only be inferred from 
earnings levels, and a great deal of caution must be exercised in interpreting 
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earnings data from these records as indices of occupational level. They reflect 
not only full-time position earnings, but possible wage differences within occupa- 
tion, as well as relative stability of employment. 

Table 4 shows the ratio of quarterly earnings while in the employ of a single 
employer, Spanish-Name employees to all others, for the State as a whole, and 
for the six South Texas counties and the rest of Texas. A very consistent pattern 
of lower earnings for Spanish-Name persons than for others, over the State as a 
whole, appears. However, there is just as consistent a pattern of greater wage 
disadvantage, industry by industry, in the six counties than in the rest of the 
State. Of the thirty-one industries for which these interregional data were com- 
puted, there were twenty-four in which the ratio was lower in South Texas than 
in the rest of Texas. There were six industries outside South Texas in which 
Spanish-Name employees in the sample earned more than others. There was 
only one such industry in the six counties. 

Certain of these ratios can perhaps be explained by known industrial or loca- 
tional characteristics. For example, the very low ratio for the food industries in 
the six counties can undoubtedly be accounted for in part by the highly irregular 
employment in fruit and vegetable processing in the lower Rio Grande valley, 
contrasted with the greater regularity in meatpacking in the Dallas-Fort Worth 
area. In some of these industries, especially lumber in East Texas, the very low 
wage jobs are probably filled by Negroes. Wholesale Distribution, other than 
Full Service and Limited Function, even though, as indicated in the section on 
methods, Manufacturers sales branches are excluded, is probably characterized 
by a very high proportion of salesmen and clerical and white collar jobs, into 
which Latins have not significantly penetrated, in these or other industries. 

These conclusions at least can be drawn: that the typical Spanish-Name 
employee in Texas industry covered by Unemployment Compensation earns 
less than the typical non-Spanish-Name employee on each job, although the 
difference may be related in unknown proportions to differences in occupational 
level, intra-occupational wage differences, and probably to differing duration 
of job tenure. Whatever their causes, these differences are markedly accented in 
most industries in those geographical areas in which Spanish-Name persons are 
concentrated. There are marked and significant differences between industries, 
but the data do not seem, except in a very few cases, to expose characteristics 
which would account for these interindustry differences. 


VI. THE INFLUENCE OF SPANISH-NAME EMPLOYEES ON REGIONAL 
WAGE DIFFERENCES 


The generalization is sometimes made that interregional wage differences can 
be explained in part on the basis of differential proportions of minority groups 
with low bargaining power in the labor forces as between regions. As the pre- 
ceding data have indicated, substantial differences do exist in the proportions 
in which Spanish-Name persons are employed as between South Texas and the 
rest of Texas. It is also apparent from the earnings data in the preceding section 
that the employment and earnings patterns of Spanish-Name persons are signifi- 
cantly different from that of other employees, although it is not clear whether 
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Latins are only filling jobs which would be the low earning jobs in any case. It 
is worthwhile, then, investigating whether a relationship exists between the 
differential patterns of employment or availability of Latins and any regional 
wage differences that might be discovered. 


TABLE 5 
Ratio of Earnings While in the Employ of a Single Employer, Employees in Siz South Texas 
Counties to Employees in Rest of Texas Manufacturing and Nonmanufacturing 
Industries 


| RATIO OF EARNINGS, 

| EMPLOYEES IN SOUTH 

| TEXAS TO THOSE IN 
REST OF TEXAS 





INDUSTRY 





% 


Lumber and Wood Products (except Furniture). ... , 185.1 

Trucking and Warehousing for Hire....... : i 162.0 

Auto Repair Services and Garages pve 125.9 

Special Trades Contractors... . Litas uae 119.7 

General Contractors, other than building : za wiaacd 119.0 

Motion Pictures Siena ; pieasth ane ore 114.2 

Primary Metals aad +e aathdan exten cane 110.9 

Retail Automotive , ae Sy Nr eee 110.0 

Chemicals and Allied Products ; aved 108.1 

Local Railways and Bus Lines “a ee 107.7 

Retail Apparel and Accessories. neue’ onal 104.0 

Printing, Publishing and Allied Industries 

Hotels and Rooming Houses 

Personal Services 

Machinery (except electrical). 

General Building Contractors 

Leather and Leather Products 

Fabricated Metal Products (except Ordnance, Machinery and Trans- 
portation Equipment).. : 

Wholesale Trade, other than Full Service and Limited Function. 

Apparel and other Finished Textile Products. . 

Retail Filling Stations , 

Wholesale and Retail Trade, combined. 

Furniture and Fixtures 

Full Service and Limited Function Wholesalers 

Food Products. 

Retail General Merchandise 

Eating and Drinking Places 

Retail Food and Liquor Stores. 

Paper and Allied Products 

Textile Mill Products. . , 

Stone, » Clay and Glass Products. 


oe 
ns 
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Independent earnings data on an intra-State basis are not available. The only 
source of such data, then, are those contained internally in the sample data. 
These are quarterly earnings while in the employ of a single employer, by in- 
dustry, for the six South Texas counties, and the rest of Texas. Table 5 shows 
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the ratio of earnings, by industry, of employees in South Texas to those in the 
rest of Texas. 

In order to test the hypothesis that the wage differences between regions repre- 
sented in Table 5 are related to the presence or absence of Latin employees, some 
measure of the differential representation of Latins had to be constructed. Re- 
lating Table 5 to the proportions of Latins in the several industries in the South 
Texas Counties does not take account of the fact that there are Latins, in differ- 
ing proportions, in these industries in the rest of Texas. The best solution seems 
to be to take an arithmetic difference between the proportions of Spanish-Name 
employees in South Texas and the rest of Texas, and relate the results to the data 
of Table 5. When this relationship is measured by a rank correlation coefficient, 
it yields a negative coefficient of —.33, which falls just below the value neces- 
sary to meet the 5% significance level. Thus, though no conclusions are support- 
able from these data, it would appear worth investigating further the hypothesis 
that intra-state regional wage differences, by industries, are related to the dif- 
ferential proportions of Spanish-Name employees, by industry and region. 


VII. CONCLUSIONS 


As was indicated in the introductory statement, this study has been almost 
purely exploratory—its principal value should be in indicating whether further 
research along these lines would be fruitful. In the light of the markedly different 
earnings and employment patterns ‘between Spanish-Name and non-Spanish- 
Name employees, by industries and regions, it would seem that such further 
research ought to be undertaken. Intensive comparative study of specific local 
labor market areas and of specific establishments could perhaps affirm the basic 
factual information resulting from this study, and suggest some of the answers 
to the questions as to why these patterns have occurred and what their conse- 
quences are. The only claim made for this study is that it seems to indicate that 
such further research ought to be carried out. Aside from the long term social 
values of indicating ways to more fully integrate our Latin population into our 
industrial culture, such study could well result in pointing to more effective 
means of utilization of a major segment of the industrial labor force in a rapidly 
industrializing state in a time of manpower shortages. 
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Business Fluctuations. By Robert A. Gordon. New York: Harper and Bros., 
1952. Pp. xvi, 624. $5.00. 
This is a highly valuable work and an encouraging one, well written, with good 
references, copious indexes, and adequate statistics and graphs; and yet it 
prompts insistently the description, 


mpoabe Aéwv, Swev 5 Spaxwv, péoon 5é xivapa: 


for the first part (chapters 1 to 5) is a national income exposition roared by an 
academician rampant; the third part (chapters 15 to 20) is a scaly, glittering and 
wingéd examination of prediction and policy; but in the middle (chapters 6 to 
14), while there is much that is domestic and respectable, if not exactly alluring, 
as to the nature and causes of business fluctuations, there is also a rather stale 
savor of unsuccessful statistical enquiry. 

The national income exposition is thorough, competent and clear, and well 
ornamented without being overloaded by a sufficient display of statistics. Per- 
haps chapter 4 (‘The Determination of Aggregate Demand’’) may dazzle rather 
than enlighten some deserving students, but the initiated, the painstaking, and 
the able will rejoice in its brilliance. Chapters 4 and 5 include a brief and suitably 
skeptical treatment of the investment multiplier and the principle of acceleration ; 
and Part I ends with two pages (120-1) summarizing with extreme brevity 
Keynes’s general theory, which interjection is perhaps no more than an invitation 
to the reader to investigate the original for himself. Some instructors may prefer 
the ‘detective story” technique, which begins by setting out what we know of the 
historical facts, perhaps for several Western countries; but it cannot be gainsaid 
that Professor Gordon’s beginning is very good of its kind. 

Chapter 6 pursues the mirage of “business activity,’ but returns disillusioned 
to pledge its author to the study of fluctuations in employment and output; and 
chapter 7 handles ably the sources of dynamic change. But chapters 8 and 9 will 
leave some readers dissatisfied. Professor Gordon evidently feels that lengthy 
notice must be taken of the extensive work of the National Bureau of Economic 
Research, and thus we find the duration of business cycles specified as between 
two and eleven years (p. 215); yet his own inclination is quite clearly to deal in 
major and minor cycles, which he does finally, with much happier results, in 
chapter 10, having done little more than mention such an analysis up to that 
point (on p. 217, for example). It would seem that a clearer and a shorter treat- 
ment would have emerged had the author decided resolutely to adopt a major 
and minor cycle analysis from the beginning, though this would have required a 
rather different treatment of “irregular fluctuations” (p. 212), ‘‘sporadic move- 
ments” (p. 213), and “so-called ‘exogenous’ forces” (p. 266); and some readers 
may wish that the question of the coincidence of major and minor cycles were 
given more than a comment supported by a reference to Burns and Mitchell 
(p. 268, n. 3). 
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Two chapters (11 and 12) examine briefly and sensibly the proliferation of 
business cycle theories from the point of view of an authority wedded to eclec- 
ticism, an alliance which appears also in the next tw» chapters devoted success- 
fully to fluctuations since 1919. Those who adopt this work as a text, which no 
doubt many discerning instructors will do, may wish to examine in some detail 
the fluctuations before World War I as well. 

In his third and final part, “Prediction and Control,’ Professor Gordon is at 
his best. Chapter 15, ‘Forecasting Business Activity,” is perhaps the best short 
account of that matter to be found; and many will enjoy for example the gentle 
finality of page 455: ‘Detailed criticism of this approach is unnecessary ... .”’ 
Eminently satisfactory is a brief, lucid and sensible treatment of full employment 
(chapter 16), which sets the stage for a masterly examination of countercycle 
policy occupying the remainder of the book. The author lets his discerning vision 
wander over some foreign countries before staring very candidly and somewhat 
critically at the United States in respect of its responsibilities and its preparations 
for countercycle action. No doubt some readers will think him unduly gloomy 
as to the scope and effectiveness of monetary policy, and perhaps too hopeful 
of the results of planning government finances and other matters. Some might 
find indeed that, in relation to planning, the dragon 

Swinges the scaly horror of his folded tail 
—a swingeing which does not leave untouched the Council of Economic Ad- 
visers. 

Business Fluctuations, all in all, is a very valuable book, which can be put with 
confidence into the hands of students, and which certainly deserves to be con- 
sidered for adoption by instructors giving one-semester or one-quarter courses 
in this field. 

Oglethorpe University W. A. L. CouLBorn 


The Economics of Heinrich Pesch. By Richard E. Mulcahy, 8. J. New York: 

Henry Holt & Co., 1952. Pp. ix, 228, $3.00. 

Heinrich Pesch (1854-1926) was an eminent German Catholic divine and 
economist. His work is identified as the source book of the papal encyclical, 
Quadragesimo Auno (p. vii), and he is said to be “the first economist to construct 
an economic theory on the foundation of the Aristotelian-Thomistic philosophy. 
He considered it essential that an economic theory, and also the organizational 
principle of the economy, be established on a sound social philosophy” (p. vi). 

According to Professor Mulcahy the primary purpose of his book, The Econom- 
ics of Heinrich Pesch, “is to present Pesch’s relatively unexplored doctrine to the 
English-speaking world” (p. v). There can be little doubt that Professor Mul- 
cahy has performed faithfully the task he set for himself. 

The reader identifies Pesch immediately as a welfare economist. He sets up an 
ideal concept of social welfare as a goal; and economic activity must be evaluated 
in accordance with whether or not it contributes toward the attainment of that 
goal. In this respect he is in company with all other welfare economists and in 
contrast with the proponents of ‘“‘pure” economics. But “he is a teleological 
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welfare economist in distinction to the modern positivistic group” (p. 10). 
Says Pesch: “for the complete and correct establishment of the content of eco- 
nomic theory the teleological method is outstanding . . . the choice of the mean 
awaits the determination of the goal’ (p. 16). 

Says Mulcahy, ‘because of his teleological approach, more than the usual lip 
service is paid by Pesch tothe importance of consumption in economic theory . . . . 
The aim of the economic process is to make possible a sound consumption in 
relation to the national welfare” (p. 47). “His monetary theory is dominated by 
the same teleological approach (p. 106); and his ‘living wage’ theory, asking what 
is the purpose of labor, finds its goal in man himself rather than production” 
(p. 128). 

In his treatment of the conventional categories of economic theory Pesch pays 
his respect to what is thought to be sound theory but always he reverts to his 
one criterion—human welfare. 

“A relative optimum in consumption is reached only where the extrinsic stand- 
ards of hygiene, esthetics, and morals are observed. The principles of morality 
offer the basis for a distinction between legitimate wants and cupidity. This 
safeguards economics from fallifig into materialism and cynicism (p. 56). 

“The goal of production is the welfare of the people, but since the economy is 
concerned with scarce resources which must serve almost unlimited wants, the 
principle of opportunity cost is a serving principle which controls the discussion. 
In view of this goal and this condition the welfare of the people demands of 
production: (1) that really necessary products be produced first, then the useful, 
and finally the convenient; (2) what is produced must not harm the material and 
and spiritual health of the consumer; (3) the manner of preducing must not en- 
danger the higher social values’’ (p. 65). 

Pesch believes that optimum price can best be arrived at competitively, but 
his “‘competitive price” turns out to be the “morally just price.” ‘““The goal of 
the economy, he reasons, can be achieved only by a suitable production, income, 
and price pattern. But income and price can contribute to the fulfillment of this 
task only if they are founded on justice and the price which conforms to this 
requirement of justice is the competitive price”’ (p. 86). 

In connection with price policy, Professor Mulcahy discusses the various plans 
offered for the realization of the ideal of competitive price and finds that though 
the program of moderate pure theorists is in general accord, Pesch is able to 
offer a more considered rationale for his recommendations (p. 104). 

The Peschian regulating factors to implement the establishment of order in 
the market are the triumvirate: the individual (producers and consumers), the 
state, and vocational groups. A new spirit must inspire the producer who must 
seek his profit in the creation of new utility rather than in a difference between 
price and exchange value, and who must consider the welfare of the nation above 
his subjective private gain. The consumer, also with a redirected spirit, must 
not always seek to buy the cheapest priced goods but must be conscious of the 
‘fair’ price.” The state’s function is to regulate competion where and when neces- 
sary (p. 101). 

“The final means to bring order into the price system is the vocational group.” 
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The vocational groups are ‘‘organizations embracing all engaged in a particular 
profession or performing a particular service for the nation . . . even though they 
have different interests among themselves. They must cooperate with other 
vocational groups and with organizations within their particular profession, 
which are concerned with their own particular interests, e.g. employer and em- 
ployee organizations” (pp. 101-102). 

In his treatment of distribution shares Pesch discusses the marginal produc- 
tivity theory as offering no guidance for economic welfare and policy, nor does he 
feel that we can rely on supply and demand alone (p. 122). His idea of “the ulti- 
mate principle in distribution as in every phase of the economic process, can be 
no other than the principle ruling and regulating the whole economic process, the 
providing for the needs of the people, conformable to the then attained cultural 
standards” (p. 123). 

To summarize Pesch’s general views: 

1. What he calls his solidaristic system rejects the one-sidedness of a mere aggre- 
gate concept of the economy and of a single economy controlled by society and 
proposes an economic order and a moral-orgaric unity and community of 
many independent private economic units (p. 27). 

. Economic theory cannot be dissociated from ethics and morals (p. 36). 

. Economics is a normative science seeking knowledge in order to achieve a 
goal. 

. Human welfare is the supreme goal of all social activity and in these terms 
economic activity must be studied and evaluated. 

Professor Mulcahy’s book is a scholarly production and displays prodigious 
research and genuine erudition. To the reader interested in economic thought it 
is valuable because of his analysis of the thinking of writers of all time with whom 
he compares and contrasts the views of Pesch—from Aristotle and St. Thomas 
Aquinas to Keynes and Robbins and Shumpeter. On the other hand, it cannot 
be said that he has presented to the English-speaking public a writer whose work 
has materially advanced economic thought, and it is doubtful that Professor 
Mulcahy’s book will arouse any very general interest. 

Although the author in his introduction undertakes to disarm potential critics 
by saying that in his book he has purposely refrained from criticising Pesch, it 
is nevertheless true that he has made himself too much of an advocate. Further- 
more instead of stating dogmatically that the teleology and epistemology of 
others are faulty, he might better have said merely that they were not in agree- 
ment with his own views and those of Pesch. After all what is right and what is 
wrong in this regard must remain a matter of opinion. 

But Professor Mulcahy has done a good piece of work and while, as said before, 
his book will not have'a wide appeal it has a definite place in economic literature 
and must be regarded as a valuable contribution. 

University of South Carolina A. L. GEISENHEIMER 


The Theory of Price. By George J. Stigler. Rev. ed. New York: Macmillan Co., 
1952. Pp. vii, 310. $4.50. 
Professor Stigler’s style and level of analysis are so well known that probably 





512 BOOK REVIEWS 


all that is called for in a review of this revision of his textbook is an indication of 
the major changes in scope and organization. 

It is possible to say at once that the element of revision most likely to succeed 
in extending the adoption list is the one with respect to imperfect competition. 
The earlier organization of this subject, in spite of a certain bitter-end logic about 
it, must have been regarded as unfortunate even by Stigler’s numerous and well 
deserved admirers. In the new edition the matter is handled quite straightfor- 
wardly in three chapters respectively under the headings of monopoly, oligopoly, 
and associations of large numbers. 

A new, short chapter at the end of the book, on general equilibrium, presents 
a simple Walrasian system. Another new chapter is packed with empirical and 
interpretive light on the distribution of income. The strain upon the courage of 
the typical student is somewhat reduced by relegation of a number of mathe- 
matical notes to an appendix. One valuable addition runs throughout the book: 
an increased emphasis upon the role of empiricism in economic theory. This is so 
treated that it ought to enliven the student to an appreciation of both the more 
obvious statistical examination of assumptions and the apparently less obvious 
testing of hypotheses by reference to their implications, and thus ought not only 
to transplant economic knowledge into his mind but also to assure that the plant 
has some “‘growth ends.” 

The major omissions in this edition are less than welcome to the reviewer. The 
chapter on methodology is one. The other is all treatment of interest theory, 
which Stigler intends to restore in a later edition, within a section on economic 
growth. 

University of North Carolina CLARENCE PHILBROOK 


The Group Basis of Politics: A Study in Basing-Point Legislation. By Earl Latham. 

Ithaca, N. Y.: Cornell University Press, 1952. Pp. ix, 244. $3.75. 

Professor Latham’s book is another important contribution to the new political 
economy, the purpose of which is to describe the way in which the political and 
economic processes interrelate with one another in the ongoing life of the com- 
munity. As such it is a part of the new realism now characterizing more and more 
of the work being done by social scientists relative to democracy. On the one hand 
it avoids the artificiality of the economist’s emphasis upon an abstract economic 
rationality, while on the other hand it avoids the equally artificial emphasis of 
the political scientist upon an abstract “public interest.” 

More positively, the basis on which this new approach rests is the groups of 
which a modern society is composed. Power, the subject matter of politics and 
to a considerable extent economics as well, is largely wielded by groups against 
other groups. When such conflicts become severe enough to be arbitrated by 
government, these same groups, plus the groups making up the structure of 
governmental officialdom, fight the issue out on a power basis. Those groups 
which are defeated return again another day to wage the battle anew with the 
allies they have acquired in the meantime. 

Such a group was the Cement Institute, a federation of firms manufacturing 
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Portland Cement. Over the years this group had institutionalized certain pat- 
terns of behavior which seemed essential to its existence and enhancement. In 
April, 1948, another group, the Supreme Court of the United States, delivered 
an opinion which seriously threatened one of these patterns of behavior—the 
basing-point method of pricing. Its “security system”’ thus placed in jeopardy, 
the Institute understandably fought back. Understandably, also, the battle 
waged ultimately became an issue for Congress and the President to settle, and 
much time during the Eightieth and Eighty-First Congresses was spent in an 
attempt to resolve the issue. 

At the level of Congress many groups were involved. Some sided with the 
Institute; others ranged themselves in opposition. In the former category were 
other groups using a basing-point system of pricing, and groups less directly 
involved but still anxious to preserve in principle a freedom from government 
interference which the Cement case visibly threatened. Opposed were groups who 
purported to speak for exploited laborers and consumers whose own “security 
systems” stood to be enhanced by an extension of government authority into the 
realm of the practices of big business. 

Professor Latham’s book is an account of the strategy and tactics used by the 
major groups involved all the way through the legislative process until the 
resultant bill legitimizing some aspects of basing-point prices was vetoed by Presi- 
dent Truman. So full an analysis of one legislative item is not presented because 
this issue was itself so uniquely important as to warrant such an extended 
treatment, nor yet because the patterns of behavior involved were considered to 
be in any way unique. Rather it was apparently thought by the author that this 
was an especially favorable context within which to observe the normal political 
process at work. It was, in other words, an excellent case to use in making a 
microscopic analysis of a part of our social life too often analyzed only tele- 
scopically. 

The realism of this volume—one of its most impressive features—is nowhere 
more clearly evident than in the concluding pages. The author was able to watch 
the political process at work in slow motion and in all its stark and sordid detail, 
and still retain an ‘admiration for the strength of this vital institution of a free 
people in a democracy” (Congress). In this he offers an interesting contrast to 
S..K. Bailey who made a similar study of the making of the Employment Act of 
1946. It is just such a willingness to look facts in the face that democracy will 
more and more need as life in a troubled world goes on. 

University of Georgia Howarp R. Smiru 


The Cooperative Movement and Some of Its Problems. By Paul Hubert Casselman. 

New York: Philosophical Library, 1952. Pp. xiii, 178. $3.00. 

The purpose which Professor Casselman set for himself is “‘to analyze the 
cooperative movement’s basic problems.” It is not addressed to “those who are 
unfamiliar with cooperation.” 

The first four chapters are essentially introductory adding little new but 
effectively compressing the fundamentals into forty-four pages. They also pre- 
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pare the reader for a fuller comprehension of the next five chapters where the 
major analytical contribution is to be found. 

His discussion of education (Ch. IV) is outstanding. Declaring that a success- 
ful Movement working for the common good “must derive its inspiration from 
the Christian ideal” (p. 27), the author states that its educational program 
“should give a prominent place to the social need and social advantages as well 
as the remote and long-term economic benefits of the movement” (p. 43). The 
reviewer’s observations of consumer cooperatives at home and abroad lead him 
to view as one of the major problems of cooperative development, the difficulties 
they have in projecting a vigorous educational program which clearly interprets 
the practical significance of the human relations ideals (democracy, liberty, self- 
help, etc.) as well as the economic ideal (economy) as integral parts of an essential 
totality which is necessary for survival of the movement and social progress 
through its contribution. 

The remainder of the book examines in turn the major problems which the 
movement now faces: its relations with the state, with labor, with socialism; 
problems involved in maintaining efficient and harmonious producer-consumer 
cooperative relations; and those peculiar problems of taxation which it faces. It 
is timely, incisive, comprehensive, and yet compact. His careful documentation 
and selective bibliography for each chapter enhance the value of the book as a 
general reference for practicing cooperators and students of the subject, and as 
a textbook. It is a ‘‘must’’ for the conventional “‘Isms”’ course offered in college 
economics departments. 

Chapter VII, “Cooperation and Socialism,” and Chapter LX, ‘“‘Cooperatives 
and Taxation,” provide the best analytical contributions while Chapter VI, 
“Cooperatives and Labor,” is the least satisfying from this reviewer’s point of 
view. Patronage refunds may increase the real income of consumer members who 
happen to be wage earners but not real wages per se, as stated (p. 65). Likewise, 
some of the advantages of stability of employment attributed to cooperatives, 
while historically true in Europe to date, appear to the reviewer to be more a 
function of the low income level and, thus, the nature of the consumer demand 
of the great majority of its members than of the ‘very nature of cooperative 
business.”’ As the average income of member purchasers rises, cooperative inven- 
tories may be expected to include more and more high price—and income— 
elasticity lines. In Sweden and the United States, the middle class is an increas- 
ingly important part of the cooperative membership and expansion on basis of 
its demand to the less depression-proof lines, possibly greater risk, but longer 
margins and the prospect of larger dividends may be expected (p. 66-68). 

In the author’s opinion, the application of income and profit taxation laws to 
cooperatives “shakes the very base of the cooperative movement because it fails 
to recognize the difference between the ordinary (profit seeking) business and the 
genuine cooperative.’’ He clearly analyzes these basic differences in order to 
show the economic fallacy of such taxation. 

This book fills a long existing gap in the analytical literature of the cooperative 
movement and that of the various socio-economic systems generally in its 
searching and concise comparison between cooperatism (his term for the system) 
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and socialism. These systems are examined as to “their objectives and goals; 
their origin and course of development, the philosophy or fundamental tenets 
forming background of the two schools, the methods or techniques they utilize 
to attain their objectives, the actual relations of the systems in countries where 
they are existing side by side, and lastly, the attitudes the two schools have 
towards each other” (p. 87). This Chapter undoubtedly is the piece de resistance 
of a good book worthy of careful reading from beginning to end. 
Fisk University Joun Hore II 


Economics of American Manufacturing. By Edward L. Allen. New York: Henry 

Holt and Co., 1952. Pp. ix, 566. $5.25. 

This is a well rounded, informative and up-to-date account of American 
manufacturing. After a fifty page introductory chapter on American manufac- 
turing considered as a whole there are nineteen chapters devoted to that number 
of selected industries (aluminum, iron and steel, copper, petroleum, chemical, 
rubber, lumber, bituminous coal, machine tool, automotive, aircraft, agricultural 
equipment, cotton textile, synthetic fibers, leather tanning and finishing, brew- 
ing, cigarette, household furniture and meat products). The book then closes with 
a chapter entitled ‘Sources of Data” and a bibliography. 

Each industry is discussed according to a common outline: (1) its setting in the 
national economy (with introduction, relative size and importance, use pattern, 
export-import relationship and relations with the federal government as sub- 
heads); (2) structure of the industry (with corporate ownership and control, 
location and capacity of plants, technology and input and cost factor as sub- 
heads); (3) financial factors (prices, private investment and profits); and (4) 
future outlook. 

The feature of this publication which most impressed the reviewer was the 
breadth of approach. We have books that stress the economic geography, corpo- 
rate structure and concentration or some other aspect of American manufac- 
turing, but none with such an over-all treatment. The covering of this large 
number of topics results in a clearer picture of the industry being discussed. 
Inclusion of sections on relations with the federal government and on export- 
import relationships illustrates this. The broader approach, however, does at 
times make sections suffer from brevity in spite of the author’s ability to say 
much in a few words, an ability particularly evident in the description of the 
technological processes. It also reveals the gaps that exist in available material 
concerning some of the important aspects of American manufacturing. 

Breadth also characterizes the sources of material. The excellent and valuable 
chapter on sources of data lists a large number and wide variety of government 
publications, trade association material, doctoral dissertations and general books 
and periodicals; and the text shows clearly that the author has made good use of 
his sources. The choice of industries also reflects the wider approach. The most 
important industries are included and a sufficient number of others to show the 
great variations that characterize the different segments of American manu- 
facturing. A liberal number of excellent photographs is included. 

The reviewer reacted unfavorably to only a few things in the author’s treat- 
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ment of the subject and these few were minor and concerned chiefly with the 
question of emphasis. The uniform outline adopted for discussing the individual 
industries might have been departed from more extensively to give greater 
emphasis to the key or distinguishing features and to deemphasize the topics of 
less importance for that particular industry. A little more historical perspective 
and a little less attention to changes in the last year or two might have been 
desirable. It would also have been wise to have defined manufacturing, delineated 
it from the other forms of economic activity and pointed out our necessary de- 
pendence upon the somewhat arbitrary Census of Manufactures coverage. Par- 
ticularly would it have been desirable since the author broke away from the 
narrower Census of Manufactures concept to include a chapter on coal. 
Transylvania College W. Scorr Hai 


Competition in the Rayon Industry. By Jesse W. Markham. Cambridge: Harvard 

University Press, 1952. Pp. xvii, 245. $5.00. 

Here is another evocative study of the habits of a particular industry. Jesse 
Markham is to be congratulated for his ardor and tenacity in digging up a mass 
of relevant facts on the rayon industry. However, there has been no published 
investigation of the industry’s practices since the Federal Trade Commission 
case in the early ‘thirties, and he has had to rely heavily upon industry sources 
for his data. This may account in part for the shift from his original title of 
“Monopolistic Aspects of the Rayon Market” to the present one. 

Certainly there can be no quarrel with his point that there has been amazing 
technological progress in the rayon industry since 1920, when American Viscose 
Corp., Courtaulds’ U.S. subsidiary, lost its American monopoly with the expira- 
tion of the basic rayon patents. Whether this progress occurred because of the 
fewness of the units in the industry and their large size—or in spite of it—is one 
of the questions on which people will differ. 

Up until World War II the European producers had such a tight hold on the 
American market that the U.S. companies never had an opportunity to show 
what competition could do. American Viscose had a patents and processes 
agreement with its British parent providing that it could use Courtaulds’ im- 
provement patents only in the United States; but American Viscose granted 
rights to Courtaulds on all of its patents without limitation as to territory. Du- 
Pont, the second largest U.S. producer, was tied in with two French companies 
in a similar agreement which limited its market to the ‘territory of North Amer- 
ica.”’ Celanese, a segment of the Dreyfus international empire, was limited by its 
agreements to sales in the “continental United States, its territories and posses- 
sions, and those parts of Latin America which are not under the control of any 
European country.”” North American Rayon, American Bemberg, and American 
Enka were affiliates of a German-Dutch combine, and subjected to the same kinds 
of market restrictions. Industrial Rayon had freed itself of the hold of the 
Italian company, Snia Viscosa, by 1930; but later allied itself with Courtaulds 
through patent agreements covering Industrial’s important “‘continuous process.” 

All of the European firms were themselves organized into a small and cohesive 
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group for the control of world rayon production and prices.! The American 
market was merely one of the more remunerative outposts of this international 
group. Control was exercised through the machinery of the international private 
agreements. In addition, since technology was basic to the maintenance of 
European domination, much of the research in rayon was conducted abroad. 
American Viscose, for example, was almost entirely dependent upon Courtaulds’ 
laboratories for new developments. Until the late ’forties North American Rayon 
—with assets approximating $20,000,000—spent on an average only about 
$150,000 annually for research; American Bemberg, with assets of around $12,- 
000,000, spent considerably less than that amount. 

Since the war some of these ties between the American companies and their 
foreign partners have been loosened or broken.? But they have undoubtedly had 
a strong influence on the behavior of the industry in the United States. It is 
unfortunate that Markham failed to inquire into this aspect of the rayon indus- 
try; there are considerable published data available on the international connec- 
tions of the industry, though scattered and fragmentary. Instead he preferred 
to rely on the tariff structure as the explanation for the almost total absence of 
imports and exports. A glance at the tariff hearings would have disclosed that the 
same companies involved in private international agreements were the sponsors 
of high tariffs. 

Markham’s real interest is in the domestic structure of the industry, but even 
here there is some room for disagreement. Take, for example, his estimate of the 
number of firms in the rayon industry. He finds there are 16 companies, “but if 
cognizance is taken of intercompany affiliations, the actual number of completely 


independent producers is reduced to twelve” (p. 193). But his own table (p. 47) 


shows that American Viscose, duPont and Celanese controlled 66 per cent o P 


1 The two largest world producers are Courtaulds and Snia Viscosa. In 1948 the chair 
man of Courtaulds informed his stockholders: ‘“The investment we have in the Italian com- 
pany, Snia Viscosa, is one which should prove of great value to us. From time to time 
statements have been made to the effect that we control this company, and although that 
is not so, our relationship is on an extremely friendly basis and we look forward to this state 
of affairs for many years to come.’’ The Times (London) July 12, 1948, p. 8. 

In 1949 this position was reiterated with the remark: “Our close relations with the 
Italian company, Snia Viscosa, have been maintained and I think it is true to say that both 
companies derive benefit from working together in solving problems of mutual interest.” 
The Times (London), July 5, 1949, p. 8. 

? In the interest of increasing its supply of foreign currency, the British Government 
in 1941 sponsored the sale of 91 per cent of the common stock of American Viscose, formerly 
held by Courtaulds, to investors in this country. However, the intimate relationship be- 
tween the two companies has apparently continued. In 1948 the chairman of Courtaulds 
stated: ‘‘In December last, the American Viscose Corp. terminated the formal technical 
agreement with us which had been in force for many years, but our friendly relations with 
them continue and our representatives in New York keep in close contact with their sales 
staff and certain other officials.’? The Times (London), July 12, 1948, p. 8. 

Other changes also took place. The German rayon companies seized by Alien Property 
were sold to Beaunit Mills in 1948; this company had already acquired Skenandoa in 1946. 
The duPont agreement with Rhone-Poulenc was altered in 1947 at the request of the U. 8. 
Department of Justice to eliminate, among other things, territorial division of markets. 
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installed capacity in 1949;? and Industrial Rayon, Tennessee Eastman, American 
Enka and Beaunit Mills represent all but a tiny fraction of the remainder. 

Actually, there are seven large companies which constitute the rayon industry 
in the United States.‘ But if the industry is examined in terms of particular proc- 
esses and products, the picture of concentration is decidedly greater. Staple 
fiber, of ever growing importance, is produced entirely by four firms. In the 
viscose production of staple fiber, American Viscose controls about 80 per cent 
and duPont, the remainder. Under the acetate process, it is divided between 
Celanese and Tennessee Eastman, with duPont also producing a small quantity. 
Tire yarn is concentrated in the hands of five companies, with American Viscose 
and duPont accounting for over half of the total. 

Markham finds rigid prices and price leadership the dominant pattern of the 
industry, with production the fluctuating medium used to adjust conditions to 
the market. He appears convinced that there is no concerted action among pro- 
ducers. In a highly concentrated industry producers need certain basic data to 
keep price constant. They need some information on market demand, as reflected 
in total orders in the industry; and they need to know each other’s production, 
inventories, and the like. The Textile Economics Bureau, supported by the 
industry, compiles production figures for each quarter showing the poundage of 
textile yarn, tire yarn, staple, tow and waste, as well as their deniers and luster. 
It collects shipment figures in the same detailed manner, based on classification 
of customers, i.e., hosiery, circular knit, warp knit, broadwoven, etc. It gathers 
monthly figures on inventories, disclosing in complete detail the exact nature of 
the goods on hand. In addition, detailed employment data are gathered, showing 
the number of employees, the hours worked, dollars earned each week, as well as 
employee absenteeism and turnover. 

All of this information—made public in terms of industry totals—must be 
helpful to rayon officials in determining their own production schedules. Where, 
as in the cases of viscose and acetate staple fiber, there are only two producers of 
consequence, it would not be difficult for one company to ascertain the other’s 
production. Where there are more than two producers, the question might well 
be asked whether there is any direct exchange of production data among the 
producers themselves. 

Markham finds rayon an instance of “workable competition.” In the last 
analysis he equates this term with his belief “that there is no positive remedial 
action which shows promise of making the rayon industry serve better the 
interests of society’’ (p. 212). But how can this be proved without a pragmatic 
test? Virtually all of the country’s largest corporations have been subjected to 
prosecution under the antitrust laws and have, to a greater or less degree, modi- 


* Markham’s table excludes staple fiber, a short cut fiber which can be used interchange- 
ably with natural fibers in spinning mills. Staple fiber now constitutes almost 25 per cent 
of total rayon production, 

‘ In 1949 there were only two remaining independents actually in operation. Prior to the 
publication of Markham’s book, both of these companies were acquired by carpet manu- 
facturers who use rayon in their own operations. In 1950 the Bigelow-Sanford Carpet Co. 
acquired Hartford Rayon; in 1951 the Mohawk Carpet Mills acquired voting control of 
Delaware Rayon, which in turn owned voting control of New Bedford Rayon. 
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fied their trade practices as a result of such action. By this logic it would follow 
that, prior to the antitrust actions, these corporations were in a state of some- 
thing less than ‘‘workable competition.” 

Federal Trade Commission IRENE TILL 


Federal Control of Entry into Air Transportation. By Lucile Sheppard Keyes. 

Cambridge, Mass.: Harvard University Press, 1951. Pp. 405, $6.00. 

This book makes a distinct contribution to the literature dealing with the 
theoretical appraisal of public policies. Part I is given to the clarification of 
theoretical concepts, stressing the significance of monopolistic competition, 
involving competition between imperfect substitutes as a useful guide for making 
a realistic evaluation of the regulatory policies governing an industry such as 
air transportation. 

Part II traces through and evaluates the policies formulated by the Civil 
Aeronautics Board in the Administration of the Civil Aeronautics Act. Leading 
decisions of the Board, involving problems related to entry and exit, exemptions, 
and the alterations of relations between carriers are examined. 

The general conclusions reached by the author are that our present system of 
regulation in air transportation is incapable of bringing about static economic 
equilibrium and interferes with the attainment of the full benefits of competition, 
and that the need-rate policy of subsidization should be discarded. 

Alternative programs are suggested with a preference shown for a regulatory 
program which would eliminate those present-day policies which obstruct the 
attainment of the economic optimum and would retain those which promote 


this optimum. If subsidization is essential, then it should be administered in 
such a manner as to conform to the over-all aims of the regulatory policies as 
suggested by the author. 

University of North Carolina J. C. D. Buaine 


International Trade and Economic Development. By Jacob Viner. Glencoe, IIl.: 

Free Press, 1952. Pp. 150. $2.75. 

As surely as there are economists who do not read Portuguese, the appearance 
of Professor Viner’s Rio de Janeiro lectures in this volume must be matter for 
rejoicing, although the lectures were published in 1951 in the Rivista Brasileira 
De Economia. 

The contents represent Viner’s thought as of late 1950 upon the theory of inter- 
national trade, and thus include more than might be hoped for from the title. 
Of special interest in this connection, as putting the author on record more fully 
than he apparently had considered himself to be, are his discussions of Keynesism 
in relation to international economics and of flexible exchange rates. As to the 
former he is still highly critical of the “new thought” which is so influential. As 
to the latter, in spite of a fairly marked lack of enthusiasm for flexible exchange 
rates the conclusion is, if I read correctly, not that they will not maintain equi- 
librium, but that nations will not choose to honor the requirements of such a 
system. 

So cunningly does this little symphony of ideas introduce, interweave, and 
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develop the various themes, that when the theme of economic development takes 
the fore the effect positively carries aesthetic, as well as truth, value. The thriving 
witchdoctors of “development of backward countries” will not like Viner’s 
music, for it tends to demesmerize both the patients and their anxious world 
family and, if heeded, might go far toward transferring discussion of economic 
treatment from the realm of the sacred back to the sphere of secular “‘medicine”’ 
where it belongs. The dealings in undefined terms and in proof-by-repeated- 
assertion which are so astonishingly widespread in connection with this topic 
should receive some discouragement from Viner’s work. What are the criteria of 
“underdevelopment” and of progress in development? Why is the preponderance 
of agriculture in a poor country so regularly accepted as the cause of its poverty? 
Why is industrialization taken for granted to be always the shortest road to im- 
provement? Why is it “known” in, say, Brazil that the terms of trade work 
against a country exporting primary products and “known” in Britain that they 
work against the importing country, while probably both are “known” simul- 
taneously in the United States? What is the basis for supposing that the best 
prospect for improvement lies in a world of government financed-and-directed 
investment? Such questions will serve to suggest the heavy hand which Viner 
lays upon the idols of the “economic development”’ literature. 

I am tempted to say that the most important contribution of the book is the 
lecture on the influence of national economic planning upon commercial policy. 
This is a most useful, cogent showing of the fact that “national planning’’ 
constitutes planning for a world in which adjustments between economies are 
made on an ad hoc, day-to-day basis by a diplomatic pull-and-tug which is un- 
guided by principle and therefore, it seems fair to add Viner’s statement, not 
infrequently unprincipled. 

University of North Carolina CLARENCE PHILBROOK 


The Economic Development of Iraq. Report of a mission organized by the Inter- 
national Bank for Reconstruction and Development at the request of the 
government of Iraq. Baltimore, Md.: The Johns Hopkins Press, 1952. Pp. 
xix, 463. $5.00. 

Four of the eight general survey missions sent out by the International Bank 
for Reconstruction and Development during the last three years to analyze the 
economic situation in a foreign country completed their respective projects 
during the past fiscal year. The one sent to Iraq has published its findings 
under the title, The Economic Development of Iraq. The Mission was composed 
of Ivar Rooth as Chief of Mission, John C. de Wilde as Chief Economist, two 
other economists, one agronomist, a staff of nine technical advisors, an adminis- 
trative assistant, and two secretaries. 

The Mission was under instructions to make ‘‘a general review of Iraq’s eco- 
nomic potentialities” and to submit recommendations which would be of assist- 
ance to the Government of Iraq in formulating ‘‘a long-term program for the 
further development of the country’s productive resources” (p. ix). 

The Report of the Mission consists of two parts. The first part contains the 
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major findings and recommendations, starting with an introductory description 
of the country’s basic physical factors and general economic conditions, and 
continuing with a series of separate treatments for agriculture, industry, trans- 
port and communications, public health, community planning and facilities, 
education, and problems of execution. The part ends with an evaluation of the 
probable impact of the program, a statement of the general conclusions, and 
three appendices dealing with enumerated recommendations, technical assist- 
ance, and statistical organization. 

The second part of the Report consists of a series of monographs on about the 
same subjects covered in the first part, but it deals with them in much greater 
detail. 

The text of the Report, especially the second part of it, is well supported with 
a series of sixty tables of interesting and appropriate statistical information 
covering both past and prospective developments. Three maps and four figures 
further supplement and illustrate certain parts of the text material. 

A splendid feature of the book is its dual treatment of the subject matter, 
which makes it possible for the reader to get the whole story in abbreviated 
form within the first 119 pages, and then go on, if he wishes, for 344 additional 
pages to get more detailed information on the same subjects. 

While the entire first part of the book is in the nature of summary and con- 
clusions, the last of its ten enumerated sections is itself a three-page statement 
of “Conclusions,” and the first of the three ‘““Appendices”’ which follow imme- 
diately is a nine-page ‘‘List of the Mission’s Recommendations.” Thus the con- 
clusions are presented twice and the recommendations thrice—each repetition 
being in a more or less elaborate form. 

The Report begins with the general conclusion that “Iraq possesses impressive 
potentialities for economic development” (p. 1). It clearly establishes the point 
that the key words in that development are “irrigation” and “‘oil,”’ and it re- 
veals the fact, oddly enough, that in many of the irrigation areas a key factor 
in the development program is drainage made necessary by the adverse effects 
of salt accumulations on the productivity of the soil. 

The Mission found that the country’s agricultural techniques are primitive, 
the number and quality of its draft animals are inadequate, and the quantity 
of its agricultural equipment is insufficient; nevertheless, the Mission was sure 
that in a country like Iraq, the principal emphasis will inevitably need to be 
placed on the development of agriculture. The needs specifically would include 
not only improvements in the physical conditions and facilities of agriculture 
but also such things as an extension of the co-operative movement among 
farmers and the development of a broader program of agricultural education 
and experimentation. 

The Mission found that the industrial potentialities of the country, while 
limited, are especially promising as means of effectively complementing agricul- 
ture (as in the production of cheap fertilizers and efficient irrigation pumps) 
and also as means of increasing the supplies of such other commonly needed 
commodities as shoes, textiles, utensils, and cement. 
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The transport capacity of the country was found to be sufficient for the 
present state of development but inadequate for the needs of the future. The 
development program calls, therefore, for better road systems and for the 
standardization and replacement of wornout tracks, locomotives, and other 
rolling stock. 

The Report places much emphasis on the importance of health and education 
as bases for longrun improvements in the country’s economy. It points out the 
present serious lack of housing and sanitation throughout the country and the 
general prevalence of illiteracy and poverty among the people. It attributes 
these deficiencies basically to the prevailing low levels of output and produc- 
tivity. It stresses, therefore, the importance of increasing the productivity of 
workers, and suggests that this may be accomplished to a considerable extent 
by providing better education and effective measures for reducing the incidence 
of debilitating diseases. The more detailed treatments given in the second part 
of the Report set forth specific steps and means for accomplishing those ends. 

The proposed program is geared to a five-year course of action which the 
Mission admits is a very ambitious one. Accomplishment of all, or even the 
greater part, of the program will require among other things the importation of 
considerable quantities of technical assistance and materials, which are pres- 
ently lacking in Iraq, but it will require mainly the united energies of the nation 
itself, including a large measure of personal effort on the part of rank and file 
individuals. 

In all respects there will be a large and important role for the Government 
to play, partly because of the sociological character of many of the problems, 
and partly because of the State’s rapidly rising revenues from oil which are 
already bringing the Government into the fortunate position of being able to 
finance a largescale development program. Indeed, the Mission could see its 
principal task in terms of finding ways and means by which the Government 
can spend its rapidly increasing revenues “in a manner which will contribute 
most effectively to the permanent development of the country” (p. 2). 

The Mission was able to report that the prospects of favorable action by the 
Government of the country along the lines suggested by the Report were good. 
The sponsoring IBRD has pointed out, with reference to the survey missions in 
general, that “in many cases the most far-reaching contribution a mission can 
make may be the intangible effect of its work in changing the approach of the 
government to its development problems.”* The Bank is convinced, neverthe- 
less, that the work done by the survey missions is achieving results in most of 
the countries to which they have gone, including Iraq. 

The book appears to be an accurate, careful, and comprehensive analysis of 
all of the major and some of the lessor factors in the present and potential 
development of Iraq. It contains a wealth of pertinent information about the 
country’s economic conditions and opportunities, and it offers a constructive 
program of development which should be of practical value and interest not 


* Seventh Annual Report, 1951-62 p. 11. 
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only to the people of Iraq, but also to individuals and groups elsewhere who are 
directly concerned with developments in that country. 
King College Percy L. Guyton 


Economic Development of the United States. By John R. Craf. New York: McGraw- 

Hill Book Co., 1952. Pp. xi, 598. $5.00. 

The economic historian will not increase his knowledge of the economic de- 
velopment of the United States as a result of reading this book. This is not its 
purpose. The volume is intended as an addition to the already numerous United 
States economic histories designed for the first course in that field. It is short 
when compared to its fellow economic histories. The 575 pages of text include 
discussion questions, problems, and reading lists at the conclusion of each chap- 
ter. Also included in the text are 89 illustrations, including several of question- 
able significance for a book of this kind, e.g., Bison, National Bison Range, 
Moiese, Montana, (p. 268); and Landing Craft at Palermo, Sicily, 1943 (p. 525). 

The book’s 26 chapters are divided into 7 sections, with the customary chrono- 
logical and topical organization. The topical approach is used for the period up 
to 1860, ‘in order to cover rapidly the broad expanses of economic develop- 
ment.’ The chronological approach is utilized thereafter. 

The author begins with a chapter in which “mass production, distribution, 
and other essential elements of a complex society’ are explained in order to 
introduce the student to the development of the American economy. Unfortu- 
nately, however, Professor Craf seeks to accomplish his commendable purpose 
via the instrumentality of anecdote and brief descriptive sketch. The reviewer 
was left with the impression that the chapter was brusquely thrust upon the 
scene, and then superficially treated. Although mass production is held to be 
responsible for a great many important changes in the American economy, the 
author does not explain what is meant by the term. Furthermore, although the 
Whitney incident is recalled, the relationship of interchangeable parts to mass 
production is not discussed (pp. 3-4). 

In itself, brevity in an economic history text is not undesirable; quite to the 
contrary, it is a commendable attribute. In this instance, however, shortness 
has not been achieved without accompanying disdavantages. The absence of an 
annotated bibliography mars the usefulness of the book. The pre-1860 portion 
of the book in particular seems to this reviewer to be inaccurate, or at best, 
unclear.in certain sections. This could be the result of oversimplification. A case 
in point is Spain’s role in the New World (Chap. 2). It was not superior English 
foresight, and inferior Spanish foresight, that resulted in English, and not 
Spanish, colonization of the present territory of the United States. Spain’s 
principal interest was in the areas to the south which were settled a century 
earlier than the first English settlements. The power of Spain was on the wane 
by the time the English began colonization on a large scale. Likewise, the Eng- 
lish were no less avidly seeking the precious metals than the Spanish. Witness 
the ever-present clause making provision for finding of precious metals in all 
English New World charters. That the Spanish devoted themselves to exploit- 
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ing the New World’s mineral wealth, in addition to tilling the soil, while the 
English did not pursue the former activity, is attributable to the fact that the 
English did not find gold or silver deposits. It was not the finding of great stores 
of precious metals, but the exploitation of their colonial silver mines, many of 
which had not been known to the natives, that helped make Spain a great 
European power (p. 23). 

A minor error is found on page 129. The Hudson’s Bay Company did not 
absorb the North West Company—they merged. Oscar Winther, the Northwest 
historian, tells of the deed of co-partnership drawn up by these erstwhile rivals 
in 1821.' The greater number of shares of stock in the new organization, further- 
more, went to the men of the North West Company although the Hudson’s 
Bay name was retained. 

A more important error appears to lie in the statement that “the British were 
probably the first to engage in the fur trade on any extensive scale” (p. 128). 
Certainly the fur trade was the economic base of the entire French colony, and 
as such influenced all aspects of their colonial activity. As Craf himself suggests 
on page 32, France sent only “soldiers, fur traders, and missionaries to the land 
the King claimed,” and after 1763 the British heirs to the fur trade employed 
large numbers of French fur traders and trappers. 

The reception accorded this book will very likely be mixed. Some teachers of 
economic history will reject it for textbook purposes because of the inadequacies 
mentioned herein. On the other hand, it will probably be welcomed by other 
teachers who will see in its brevity a virtue not frequently experienced in this 
field. American economic histories of 700, 800, and 900 pages impose a difficult 
editing and coverage problem upon the teacher of a one-semester course, to say 
nothing of a one-quarter course. 

The volume has virtues other than its shortness. Its high degree of readability 
should capture and retain the interest of the undergraduate reader. This alone 
will appeal to the teachers in this field. Furthermore, the author has been more 
successful than many others in excluding the political and social aspects of 
history in his attempt to portray the economic development of the United 
States. ° 

Georgia Institute of Technology SHERMAN F. Da.ias 


Soviet Civilization. By Corliss Lamont. New York: Philosophical Library, 1952. 

Pp. xviii, 433. $5.00. 

This book is a survey of contemporary domestic and foreign policies of the 
U.S.S.R. Following an introductory chapter on evaluating Soviet Russia there 
are chapters on the Soviet Constitution, Ethnic Democracy, Religion, Economic 
and Cultural Progress, Contrasts between Soviet Socialism and Fascism, and 
three final chapters on American-Soviet Relations. The author has made two 
trips to Russia (1932, 1938, passport denied in 1951). The chapters on ethnic 
democracy, religion and historical background of American-Soviet relations are 


1 Oscar O. Winther, The Great Northwest (N. Y.: Alfred A. Knopf, 1950), pp. 51-52. 





BOOK REVIEWS 525 


probably the strongest and most useful in the book since here the author makes 
good use of his considerable knowledge of Russian social and political institu- 
tions. The book itself is well documented, particularly its secondary sources, 
and is written in the non-technical, almost breezy, style of a newspaper colum- 
nist. 

The only portions of the book which are concerned at all with economics are 
the two chapters entitled “Soviet Economic and Cultural Progress” and ‘‘Con- 
trasts between Soviet Socialism and Fascism.” In these chapters, as in others, 
the author presents the criticisms which have been raised against the Soviets 
(especially the more irresponsible ones) and knocks them off one by one. Then 
comes a glorification of Soviet achievements followed by an occasional, though 
often belated, criticism of some aspect of Soviet policy. Although these lapses 
from Utcpia are admitted, they are usually depicted as normal Soviet retaliation 
to aggression. Of course it is true that ‘an attitude of critical sympathy toward 
the Soviet Union dees not disqualify anyone as an objective observer concerning 
Soviet affairs, so long as he retains a healthy respect for the facts” (p. 14) but 
the author seems to have relied heavily on official Soviet sources for his facts 
and on his pre-war visits to Russia for his impressions. He states, for example, 
that “horrifying mine explosions such as still take place in Britain and America 
. .. have become unknown in the Soviet Union, due to modern ventilation sys- 
tems and other technical devices” (p. 195). Although the author says he is 
“openminded,” he devotes, for example, 18 pages to arguing that there is no 
iron curtain—that there is a free flow of information between East and West. 
Then he comes to the conclusion that both the United States and the U.S.S.R. 
have iron curtains of considerable thickness. One paragraph is devoted to criti- 
cism of the Russian iron curtain and 12 pages to a criticism of America’s. 

The “economic” chapters are strong on factual material, if official Soviet sta- 
tistics can be believed, but weak in analysis. World War II, states the author, 
has demonstrated seven principal achievements of the Soviet Union. They are 
(1) production of vast quantities of mechanized equipment of excellent quality, 
(2) rapid overall industrialization, (3) achievement of the Five Year Plans, 
(4) success in integrating industry, transportation and agriculture, (5) training 
of countless specialists and technicians, (6) development of a high quality of 
military and civilian leadership, and (7) creation of an exceptionally high level 
of morale among the citizens. The case for these spectacular achievements is 
clear but, unfortunately, unconvincing because the author allows himself to be 
carried away into a glorification of the Soviet system. For example, it is true, 
as he states (p. 164) that the Russians fought valiantly and suffered intensely 
during the war, but to imply that the millions who perished did so in their 
intense devotion to socialism is overstating the case. Furthermore many liberals 
and democratic socialists will be shocked at the attempt to call the U.S.S.R. 
genuinely socialistic. Socialism is more than a high-sounding Constitution and 
faith that the state will wither away. More important are economic democracy 
and relative equality, issues which are largely ignored. The section on economic 
planning is useful as a description but naive in its analysis as, for example, such 
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statements as “Economic planning ensures an even flow of capital into the 
channels most useful and important” (p. 174). A conscientious student will have 
further difficulty in sifting valuable facts from the plethora of Hollywood adjec- 
tives which fill every page. 

On the whole this book is readable and enjoyable. It does a good job of de- 
bunking much of the anti-Soviet folklore which inhabits some of our news- 
papers. One of the greatest needs in America today, however, is not a fanning 
of the flames of controversy but calm, objective reasoning based on accurate 
statistics about the Soviet Union. This volume is not likely to contribute much 
to this need. It is unfortunate that an otherwise valuable account of the Soviet 
dream (from which the author has not yet awakened) should be presented in 
language which will cast more heat than light on the Russian enigma. 

Georgia Institute of Technology Water 8S. Buckincuam, Jr. 


Effects of Taxation on Industrial J ocation. By Joe Summers Floyd, Jr., Chapel 

Hill: University of North Carolina Press, 1952. Pp. ix, 155. $3.00. 

Those who have already formed decided opinions as to the effects of taxation 
on industrial location will find little comfort in this volume by Dr. Floyd. As 
pointed out in an introduction written by Clarence Heer and Thomas Carroll 
of the University of North Carolina faculty, this conclusion applies both to 
“the professional tax reducers,’’ who point an accusing finger at allegedly high 
taxes every time a manufacturing concern passes up their community to locate 
in another, and to the “professional tax apologists,’ who insist that taxes play 
a very minor role in the determination of plant location. 

This observation in no way implies that Dr. Floyd has presented an incon- 
clusive analysis of this complex subject or one which is without significance to 
anyone. It does suggest, however, that all broad generalizations concerning the 
supposed effects of tax differentials on the choice of plant sites should be treated 
with suspicion. 

There are only seven chapters in this small volume. The first of these is con- 
cerned with the effect of state and local taxes upon plant location and the second 
with the basic causes of tax differentials. Chapter III constitutes a critical review 
and analysis of methods which may be used to measure interlocal tax differen- 
tials and Chapter IV describes the methods of the present study. These chapters 
on “methods’”’ may well be the most significant in the entire study. Chapter V 
undertakes to measure the territorial inequalities in the tax loads of three dif- 
ferent types of industrial firms—a hosiery corporation, a furniture corporation 
and a tobacco corporation—while Chapter VI attempts to identify the specific 
factors which give rise to tax differentials and to explain the manner in which 
these factors cause tax differentials to vary both from industry to industry and 
for the same firm from year to year with changes in its earnings and balance 
sheet structure. The final chapter contains a summary and recommendations. 
There are three appendices as follows: 

Appendix A: Statistical data used in the computation of hypothetical tax 
bills; Appendix B: Tax bills of selected hosiery, furniture and tobacco corpora- 
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tions; and Appendix C: Hypothetical tax computations for a selected hosiery 
corporation located in North Carolina. 

In summary, the author concludes that ‘‘a majority of industrial plants are 
located with reference to the market which they are to serve,’’ and that “tax 
considerations influence this market choice only to the extent that they affect 
the total demand for the products which the plant is to produce.” This influence 
appears to be negligible in comparison with other demand determinants. In the 
case of resource oriented concerns, tax influences are, of course, relatively inef- 
fective. For those concerns which may serve their chosen market from any one 
of a number of available sites in many taxing jurisdictions the preferred site is 
generally the one which offers the lowest total costs. “The crucial factor,” the 
author explains, ‘is the variability of tax costs between available sites as con- 
trasted with the variability of the sum total of non-tax costs.’’ Even here, how- 
ever, industrialists are hesitant to place their comparatively immobile capital 
at a given site unless its tax cost differentials show some signs of being relatively 
permanent. A final conclusion is that “relatively few locations offer uniformly 
high or uniformly low tax loads to all types of industrial concerns.” 

One of the most valuable features of this study is the contribution which it 
makes to the method for computing the tax bill of a projected concern under 
various assumptions as to location, income, etc. Of no less importance, however, 
are the suggestions to legislators and tax officials on ways of improving methods 
of industerial taxation and reducing interstate and interlocal variations. 

Clemson College G. H. AuLu 


Corporate Income Retention, 1915-43. By Sergei P. Dobrovolsky. New York: 

National Bureau of Economic Research, 1951. Pp. xx, 122. $2.50. 

This little volume is the most recent in the series of studies under the Finan- 
cial Research Program of the National Bureau of Economic Research. As is true 
of most of the other studies in this series, it focuses a spotlight on a particular 
financial problem and analyzes it thoroughly. 

Before the reader gets far into the book, he is advised that the title Corporate 
Income Retention, 1915-43, is somewhat too inclusive. Only manufacturing 
corporations are covered (except in two brief sections in the final two chapters 
when manufacturing and mining corporations are included). The entire period 
1915-43, is covered only for the sample of large manufacturing corporations; 
the data for all manufacturing corporations go back only to 1922; and those 
for one sample of small and medium-sized corporations go back to 1917, and 
another to 1926. All four groups run out to 1943, however, except the latter 
which ends with 1936. Conclusions, therefore, which are reached with respect to 
differences between size groups are based upon samples; and while the sample 
of large corporations appears quite adequate, the author readily admits that 
the sample of small corporations is not all that is desired. 

It is generally recognized by students of corporate finance that retained income 
has in recent years constituted the primary means of financing expansion. Pro- 
fessor Dobrovolsky has attempted to answer the question as to just how impor- 
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tant this practice has been for the periods noted. His examinziion is careful. He 
has statistically scrutinized the available data. And he has come up with the 
answers, many of which were already generally accepted, but for which it is nice 
to have some statistically sound answers. 

After a brief summary statement of his conclusions, followed by an equally 
brief statement of concepts and definitions, he presents five analytical chapters. 
Two of these deal with the effect of net income levels on income retention, first 
for all manufacturing corporations, and then for manufacturing corporations of 
different size groups. He at least successfully disposes of the idea that of every 
dollar earned fifty cents is retamed and fifty cents paid out. Rather, he finds 
that for the 1922—43 period “a change of 1.0 percentage point in the rate of net 
income [expressed as a percent of net worth] was associated, on the average, 
with a change in the same direction of approximately 0.8 percentage points in 
the rate of retained income [also expressed as a percent of net worth)” (p. 25). 
He found this to be the tendency for all manufacturing corporations and for 
the various size groups tested. 

The third of the five analytical chapters examines the behavior of individual 
groups of companies as net income varies over time. Here, the analysis is limited 
to the sample of large manufacturing corporations. While the data here show 
widely varying practices, after some refinements, particularly for past dividend 
rates, a rather amazingly constant pattern again appears. 

The final two chapters, which in this reviewer’s opinion are by far the most 
useful part of the study, explore the relations between internal and external 
sources of financing. The fact is established that for all manufacturing and 
mining corporations, there was actually net dissavings of some $1.7 billion be- 
tween 1923 and 1941 while there was a net absorption of external financing of 
$5.5 billion. When, however, depreciation accruals are added to net income, 
funds generated internally far exceeded those obtained from the outside. 

While there is, thus, much factual information of a useful sort in this book, 
the student or corporate director interested in discovering what factors should 
govern dividend policy will find little help here. And, while it is realized that a 
study of this kind must have a fairly remote cut-off date for the data analyzed, 
it is regrettable that a book bearing a publication date late in 1951 should bring 
the analysis of a problem of so much current interest down to a date no later 
than 1943. It is to be hoped that a subsequent study will remedy this situation. 

University of Florida Joun B. McFerrin 


Behind the Wall Street Curtain. By Edward Dies. Washington, D. C.: Public 

Affairs Press, 1952. Pp. 153. $2.75. 

This book contains sixteen chapters. Twelve of these are biographical sketches 
of big securities and commodities operators of the past. Included are dazzling 
personalities such as Daniel “The Spoiler” Drew, “Happy Hatchet Man” James 
Fisk, ‘““Lucky”” Andrew Carnegie, E. L. “Crazy”? Harper, Benjamin P. “Old 
Hutch” Hutchinson; and the more conservative personalities of Cornelius 
Vanderbilt, Andrew Carnegie, J. P. Morgan and John D. Rockefeller. 
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The writer’s style is free and easy, warm, colorful and at times almost glitter- 
ing. He makes the characters come to life by using strong descriptive phrases, 
by eavesdropping into their personal lives and by keeping technical financial 
operations in the background or entirely out of the picture. He is apologetic 
and sympathetic toward most of his characters by comparison with some of the 
popular writers on these subjects during the 1930’s. 

His chapter ‘“‘Cornelius Vanderbilt; Ships and Rails” was the most interesting 
to me; perhaps because of the Horatio Alger aspect of the magnate’s climb to 
fame and riches and because of bullishness and his economic constructiveness. 
Thus, the author says, “The wiser ones (on Wall Street) stood aside, for they 
knew him as an eternal Bull on the properties of America . . . confident, re- 
sourceful, a builder who played for big stakes in the future, and played for 
keeps.”’ After thoroughly trouncing Daniel Drew and others who were selling 
railroad stock short, the Commodore said “They don’t seem to learn that ye 
ought not sell anything ye hain’t got.” 

Besides these sketches the author reviews briefly the crisis of 1929, refers to 
Hoover as “a great American who received more unfair abuse than any other 
statesman in history,’ and takes a crack at new deal and fair deal politicians 
who have used the ““Bogey of a Wall Street Tycoon” as a votegetting device. 
Wall Street he says, is no longer “‘a money lane ruled by a few lords of privilege; 
it is made up of millions of Americans who hold stock in corporations.”’ He also 
looks with optimism upon the rapid development of investment companies as 
democratic institutions, says that financial centers are moving south and west, 
and finally offers a few words of advice to investors; all of this in 152 pages! 

The title of the book is misleading as is evident by now, it being mainly a 
play on « popular phrase of the day. Description and interpretation of exchange 
activities are conspicuous by their absence. One’s interest is held, nevertheless, 
especially through the first twelve or thirteen chapters. I feel that the last three 
chapters are somewhat of a let-down and might even have been eliminated 
without detracting from the merits of the book. In my opinion this book is 
adaptable to reading for relaxation and perhaps for undergraduate reference in 
some field of the social sciences other than economics. 

University of Mississippi Louis K. Branpr 


The British Banking Mechanism. By W. Manning Dacey. New York: Longmans, 

Green and Co., 1952. Pp. 203. $1.80. 

This small book by the Economic Advisor, Lloyd’s Bank, has as its main 
object ‘‘to enable the student or the intelligent layman to obtain a real under- 
standing of our financial system as it operates under present day conditions.” 
In reaching this objective the author gives a concise but comprehensive picture 
of the institutions and instruments used prior to the cheap money period which 
may bring nostalgia to certain students and lay readers of the hard money 
school. In turn the description of the cheap money era may bring nausea to the 
same group. To hold that either is the objective of the author is to overlook the 
main purpose of the book. 





530 BOOK REVIEWS 


British banking had fewer political and economic upheavals than our own 
system during the century preceding the outbreak of World War II. Much of 
the stability of British banking seems to stem from the basic rules set forth in 
the Bank Act of 1844. It was not until 1928 that any major modification was 
made in the basic law. Then it became necessary for Parliament to be called 
into the issue picture if an attempt were made by the Bank to put into circula- 
tion too large an issue of notes. The Bank rate was the mechanism that more 
or less effectively controlled British enterprise in so far as credit needs were 
concerned. The author sets forth an interesting observatoin or a word of caution 
to those students of banking who believe that during an era of cheap money the 
bank rate may have lost its strength by stating that “cheap money does not 
change fundamentals.” British banking was further influenced by the Act of 
1939 which became the basis for the cheap money era of the war and post war 
years. Even the nationalization of the Bank of England in 1946 seems to the 
author to have been far less revolutionary a change than that contained in 
the law of 1939. In fact, if not in law, the Bank of England had always been 
the agent of the Exchequer, but no cabinet either before or after 1946 has 
attempted to interfere with the Bank’s position as the guardian of British bank- 
ing. 

Sketched in a few short chapters is an historical review of the evolution of 
the discount market and a description of the Tap and Tender Treasury issues. 
These were used to provide funds for the operation of the Government, primarily 
to cover temporary deficits in the national revenue in relation to current expendi- 
tures. When borrowing from the general public the Treasury issues were called 
Tender bills but, at least until 1939, Tap bills were “issued exclusively to Gov- 
ernment departments or agencies.”’ Tender bills became a part of the floating 
debt but Tap bills represented not much more than a bookkeeping entry. We 
have their counterparts in this country in our government bonds and bills held 
by the public and the reserves of some of our social agencies. 

The creation of the Exchange Equalization Account in 1928 was in the opinion 
of the author an important incident in the newer concept of the role of the 
central bank in monetary matters. Under the more or less free system of ex- 
change prior to the abandonment of the gold standard in 1931, the Bank of 
England bought and sold gold with the object ‘of defending a particular external 
parity for its currency.” Under the Equalization Account the pound was not to 
be supported at any fixed value but the main idea was to prevent sharp fluctua- 
tions in the rate from day to day. 

A second objective of the Equalization Account was to “insulate the domestic 
credit structure against disturbance due to the inflow and outflow of gold.” 
That this control by an agency outside the Bank of England did not function 
as planned may be gathered from a statement to the effect: “Yet, paradoxically, 
in the years before 1939, it was the operations of the Exchange Account which 
were held responsible for most of the disturbances to credit which in fact oc- 
curred.” 

The major change in British Banking Mechanism came under the Currency 
and Bank Notes Act of 1939. Instead of the size of the note issue being tied to 





BOOK REVIEWS 531 


gold it “provided that the size of the note issue should always be equal to the 
market value of the gold and other assets held by the Issue Department.’”’ Coming 
at a time when the Government needed funds in amounts undreamed of before, 
it made possible the financing of World War II in an adequate, and in even a 
relatively impressive, manner. England, as other countries, has experienced an 
economy geared to a cheap money policy. 

An interesting extract from British Monetary Policy by D. H. Robinson 
which appeared in Lloyd’s Bank Review, May 1939, is inserted as Appendix II 
in the middle of the book. In a discussion of money between Socrates and Oecono- 
mist the conclusion reached as to why money systems work fairly well is that 
there are men of ability and wisdom who administer the affairs of the systems 
and not the rules themselves that are responsible for success. 

Chapters on the Bank Rate and Its Workings, The Beginning of Cheap 
Money, Deficit Finance and Ultra-Cheap Money sound familiar even when 
read in the light of American experience. 

R. F. Harrod is editor of the Economics books of Hutchinson’s University 
Library which is the British publisher of this book by W. Manning Dacey that 
should interest student and intelligent layman alike. 

Webber College PatmMerR T. HoGENSON 


Business Forecasting: Principles and Practice. By Frank D. Newbury. New 
York: McGraw-Hill Book Co., 1952. Pp. vii, 273. $4.75. 
The author’s objective in this book is to give businessmen a better under- 
standing of the problems and techniques of business forecasting in order that 
they may better practice the difficult but necessary art of business prophecy. 


Toward that end he has drawn upon his earlier publications, Business Forecast- 
ing and The American Economic Syste:n 

His new volume points up the importance and necessity of various types of 
business forecasts that managements can and do make with varying degrees of 
success. The significance, and indeed, profitableness of organized forecasting by 
large and growing firms is made plain by many examples. Some attention is 
given the scope and organization. of forecasting activities, both internal and 
external, of small as well as large business units. 

Perhaps the most significant contribution made by this study is in the basic 
treatment, in non-technical, businessman’s language, of the relationship between 
income flow and the level of general business activity. The author’s treatment 
of the role of saving and investment should also be enlightening to many business 
executives. It is almost unnecessary to point out that many businessmen, not 
directly concerned with the financial aspects of business, lack an understanding 
of the role the money supply plays in economic activity. Mr. Newbury in a few 
concise chapters outlines the fundamental relationships of both real and mone- 
tary factors in a manner that the intelligent executive can grasp and use for his 
own business needs. The same executive can improve his understanding of the 
economic order by a study of this volume, a pastime that will pay dividends in 
comprehension and perhaps in dollars. 

Inasmuch as the author is not concerned with more than giving a basic under- 
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standing of forecasting techniques to businessmen, his treatment of various 
types of forecasts are kept in simple terms and a minimum of mathematics is 
used. This approach should be a boon to most businessmen and—need it be 
added—to present day college students. Methods of forecasting total produc- 
tion, as well as the significance of these forecasts, are explained. Brief attention 
is paid to trends and seasonal variations. Considerable emphasis is placed upon 
cyclical changes in different industries; the importance of studying each industry 
apart from the total cyclical picture is demonstrated. 

The businessman or student who expects the author’s chapter on “Forecasting 
Prices”’ to be revealing is doomed for disappointment. This chapter might better 
have been headed ‘“‘Why Prices Change.” The final chapter dealing with sales 
forecasting is sketchy. The corporate executive will find that this chapter merely 
introduces the possibilities without sufficient detail to enable him to make a 
sound forecast. Businessmen will find it necessary to supplement not only this 
chapter, but also others if they attempt most of the forecasts described in this 
book. 

On the whole the book does a welcome job of giving the lay reader a broad 
view of the possibilities and problems of business forecasting. Many businessmen, 
as well as students, should find it most useful as an introduction to a most 
intriguing field of investigation. 

University of Fiorida James G. RICHARDSON 


Collective Bargaining Patterns in Spokane County, Washington. By Ralph I. 
Thayer and Ehzabeth F. Thayer. Pullman, Wash.: State College of Washing- 


ton Press, 1952. Pp. x, 250. $2.50. 

Although the title of this book states that it deals with ‘‘collective bargaining 
patterns,” an extremely broad and complex subject of study even when restricted 
to a single county, the content of the book is actually a description of collectively 
bargained labor contracts in Spokane County, Washington. The authors have 
taken 100 labor contracts which were in effect in 1950 in this area and by in- 
tensive classification and comparison of contract clauses have produced a 
plethora of tables spliced together by detailed description. The chapters of the 
book consist of an introduction which describes the Spokane County labor 
market, the unions involved, and the employers involved; eleven chapters de- 
scriptive of the contract clauses according to classifications noted in the con- 
clusions; and a final chapter of conclusions. 

In their conclusions the authors observe that labor contract clauses in Spokane 
County can be divided into three categories: (1) those found in all contracts, 
(2) those found in most contracts in each industry division, and (3) those found 
in some industries but not in others. The authors conclude that contract clauses 
generally fall into eleven classifications, and those form the chapter headings of 
this book. These classifications are distributed among the above catego’: 's in 
the following manner: in category (1) is included union security, hours of work 
and overtime, wages, and duration, amendment and termination of contract; 
in category (2) discharge, grievance procedure and arbitration, economic action, 
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and management and union rights and related matters; and in category (3) fall 
seniority, fringe benefits, and leaves of absence. 

The highlight of the conclusions is a frequency distribution table showing the 
100 contracts distributed by the number of pages per contract and by industry 
division. The authors note that it is not surprising to find that the individual 
contracts vary in length and proceed to ask themselves and answer why there is 
so much variation in the length of the contracts. The reasons put forth by the 
authors for the variations in the lengths of the contracts, and which consumes 
at least 90 per cent of the space in the book dedicated to conclusions, are: (1) 
differences between the industries studied, (2) relative permanency of jobs, 
(3) problems peculiar to particular industries, (4) the size of the firm as meas- 
ured by the number of workers, (5) the influence of the relative strength of the 
employers and unions involved, and (6) how strongly the respective parties feel 
about the desirability or undesirability of particular clauses. 

It is reasonable that the descriptive part of this book would be of value to 
students, employers, and union officials in and around Spokane County. The 
value of the book to others is doubtful. The subject matter of the book is too 
narrow and localized to aid teachers and students of labor generally. The con- 
clusions presented by the authors are either obvious classifications, mellowed by 
age and use in the labor fields, or conclusions reached without a presentation of 
bases. The inferences concerning patterns of contract clauses are the results of 
nebulous logic. The authors apparently assume that the length of a contract is 
indicative of its complexity, and its complexity is caused by the factors which 
they deduce from the variations in length. 


Georgia Institute of Technology — James W. SWEENEY 


Human Relations in Administration. By Robert Dubin. New York: Prentice- 

Hall, 1951. Pp. xvii, 573. $5.50. 

Here the Human Relations devotee finds the first effective presentation of 
both theory and cases in one volume. The theory section in this “sociology of 
organization” embraces articles by outstanding thinkers in the realm of manage- 
ment, sociology, labor, government, and philosophy. The author, Robert Dubin, 
introduces the selections, showing how each fits into general human relation 
topics, and his own articles are among the best in a field including men such as 
Roethlisberger, Mayo, Barnard, Hughes, Merton, and Simon. 

Following his introduction to the case section, author Dubin injects a novel 
stunt by following the first case with word-for-word transcribed discussions of 
the case by two different classroom groups, the author being the professor. 
Professor Dubin leaves the question open as to whether theory precedes case, 
vice-versa, or is carried on in reading along with the cases. The theory section 
is so stimulating that reading and discussion would provide excellent back- 
ground, plunging then into the well chosen cases. 

A number of the articles and book excerpts (totaling 73) are worthy of com- 
ment. Many of these articles leave one with a dissatisfied feeling because they 
are incomplete, sometimes to such an extent as to seem fragmentary in ap- 
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proach. They present a particular point of view rather than “the whole story.” 
What could be better for stimulating thinking and discussion? 

The author starts with the premise that social organization in industry de- 
velops along three discernible lines: inter-personal relations; group attachments, 
and a variety of collective feelings. (Individual differences and feelings are con- 
sidered but soft pedaled.) In the first section, “Education for Executives,” 
Chester I. Barnard leads off. Barnard stresses human relations understanding 
as “of first importance to the executive” and contends that “human relations 
are the essence of managerial, employee, public, and political relations; and, in 
most cases, these rather than science, technology, law or finance are the central 
areas of the executive functions.” 

In a section of articles on “Motivation of Economic Activities,” Talcott 
Parsons says that business has been concerned with motivation of human be- 
havior in empirical formula as a “rational pursuit of self interest’? but that 
despite the work of social anthropologists, sociologists, and psychologists, econ- 
omists on the whole “seem to have remained insulated against a well rounded 
analysis of motivation.” 

“Informal organization”’ introduces studies showing the importance of the 
group, of people feeling that they “could not let the other men down.” A con- 
tinuation of this section explains structure and processes of informal organiza- 
tion through an interesting study of restaurant employees. Among such em- 
ployees, the “originators of work” are important. The author hypothecates that 
when “‘lower-status individuals” seek to originate the ‘flow of work” there 
appear to be more “‘frictions.”’ 

Specialists receive rough treatment by Fritz Roethlisberger, Wilbert Moore, 
and Melvin M. Tumin who criticize their narrow perspective and keeping others 
in ignorance to prevent the “patient” from “becoming his own physician.” The 
authors tee off further on the “trained incapacity of the expert,” his “marked 
aversion to new ideas,” his feeling of superiority and lack of humility. George 
Simmel comes somewhat to the rescue of the staff specialist by emphasizing his 
objectivity, and then Dalton gleefully tramples him again in “Staff and Line 
Relationships—A Study in Conflicts.” 

Our friend the foreman receives more sympathetic treatment from Henri de 
Man in “The Foreman’s Contradictory Tasks.” Roethlisberger’s fine master 
and victim of double talk article is reprinted as “The Foreman: ‘Man in the 
Middle.’ ” A truly realistic analyst, Donald E. Wing, in ‘“The Foreman: Mar- 
ginal Man,” lays open the foreman’s job, saying he is actually a man of limited 
decision-making power, but ‘“‘the smaller the organization, the greater the de- 
gree of integration of supervisors with active management.” 

One of the very best of many splendid sections is Robert Dubin’s own insight- 
ful study of “Imperatives Affecting Industrial Relations Decisions.” Among 
other fine points, Dubin explains how a large organization’s necessary emphasis 
on uniformity binds employees together—but into unions. 

“Leadership” is a hodge-podge of articles by Barnard, Raymond Moley, 
Selznik, and others. Some are quite good, especially Selznik’s “Strengthening 
Leadership—Cooperation.”” Another Philip Selznik article, “The Leader as 
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Agent of the Led,” brings out again the hierarchy of values attached to “kinds 
of work,” the fact that struggles within a group (union) tend to become exclu- 
sively struggles between leaders, that incumbent leaders “tend to adopt the 
ideology of centralization,” that leadership “tends to don the mantle of con- 
servatism.”” 

“Control” is another important feature of human relations in administration 
with articles by Roethlisberger on ‘The Administrator’s Control Functions,” 
by Bendix on ‘Compliance and Initiative in Bureaucratic Conduct,” by Peter 
F. Drucker who evaluates the objective measurement of performance by stand- 
ards at General Motors, and by Alexander Vucinich who tots up the multifarious 
controls in the Soviet Union for obtaining adherence to budgets, plans, sovietism, 
and regulations. 

“Communications” is a blue ribbon section. Roethlisberger’s “Communication 
and Symbols” explaining how “the same symbols do not necessarily have the 
same referent for different groups” is followed by another Roethlisberger article, 
“The Executive’s Environment is Verbal.’’ Dubin’s own ‘“Union-Management 
Consultation’ amplifies the three ways in which management communicates 
with unions: as a way of communicating to the workers; to protect the union’s 
status by giving the union a chance to express itself prior to a mangement move; 
for help from the union. 

“Organization Fictions” is a relatively new-type subject in Human Relations 
and starts off with a philosophical consideration of ‘Fictions’ by Morris R. 
Cohen. Next comes one of the highlight articles of the entire book, Dubin’s 
article, “Organization Fictions,” in which he reveals the impact of fictions as 
retarding and facilitating influences in an organization. 

University of North Carolina R. P. CaLtHoon 


Principles of Human Relations. By Norman R. F. Maier. New York: John Wiley 

& Sons, 1952. Pp. ix, 474. $6.00. 

The audience for which this book is written are ‘persons who are interested 
in human relations problems.” The discussion is concerned “with overcoming 
communication barriers, preventing misunderstandings, and developing the con- 
structive side of man’s nature.” The technique advanced to secure these objec- 
tives is called “democratic leadership,” which attempts “to shift the functions 
and responsibility for decisions from the supervisor to the group.” The author 
argues that well-trained supervisors who are equipped to lead conferences can, 
by skillfully handling participants, reach substantial group unanimity on prob- 
lems presented within an “area of freedom,” and that these decisions will be of 
a high quality level. The area of freedom is the concept used to denote the 
restrictions which the level of supervision, union contracts, legislation, and other 
items impose upon the participants. A plentiful supply of the results of case 
studies and empirical analyses is offered to support the proposition that groups 
can make decisions heretofore regarded as the responsibility of individual super- 
visors. While it is not specifically stated, oral agreement is also understood to 
mean intellectual assent as well. 

In evaluating this general proposition, one needs to make a sharp distinction 
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between policy and operations decisions, the latter formed within the general 
context of overall policy already established. To illustrate, the decision to allow 
employees a lunch period on company time is a policy matter; deciding, however, 
on how to execute such a decision, e.g., who shall go when and in what order of 
priority, or whether all employees should be released during a given period of 
time, is operational in nature,-and general unanimity can, in large measure, be 
achieved, because of either the restricted scope of those affected, or the com- 
munity of interest which participants have in forming a solid front, or the social 
pressure brought to bear by the majority. At policy levels, however, no such 
unanimity can be achieved, nor is it desirable that it be. 

If observation and experience be accepted as criteria, policy decisions ham- 
mered out at high levels are seldom reached in an atmosphere of unanimity 
because the participants tend to think more in terms of their own specialties 
than in terms of the general interest of the business as a whole. It is rare that 
the personal and professional loyalties that men at policy-making levels have to 
their background, training and associates are surrendered when they conflict 
with the overall interests of a business firm. Furthermore, one may well question 
whether unanimity is any more desirable in the operation of a business than it 
is in things political. A small sniping minority, ever alert to establish its point 
and see its own philosophy prevail, is a healthy cathartic for any social institu- 
tion—and business is no exception—because it imposes a discipline on the 
majority, and creates a drive for improvement and progress. It is not a healthy 
condition to have everyone always in agreement. And where, on questions of 
high policy, unanimous agreement is reached, it is largely agreement on words, 
not intent and meaning. Nominal agreements in many instances amount to 
nothing more than calculated ambiguities, in which the calculators hope their 
views will prevail in the final interpretations placed upon the words as the policy 
is executed at lower levels of authority, or different areas of freedom. In large 
measure these ambiguities are the causes of frustrations and differences at 
operational levels. It seems much better to agree to disagree with meaning crystal 
clear to all, than to agree to agree with meaning cloudy and uncertain, if these 
are the alternatives. 

This is not to condone stubborn conflict, but the hard realities of the com- 
petitive world in which we live must be faced. Thus, the chief criticism of Pro- 
fessor Maier’s volume is the tendency to refract reality, portray decision making 
as a relatively simple and easy process, and lead the unsuspecting and inexperi- 
enced reader into a state of expectancy which might lead to idealism: idealism 
that certainly is not realized in the competitive world in which we live. 

It can be said that with these exceptions the author treats his subject well. 
The discussion is balanced and the selection of case experiences is excellent. 
There is much here that will be helpful in training people in the techniques of 
handling personnel problems, if the book is read with realistic, relevant and 
mature background. 

Alabama College RIcHARD POWERS 
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Successful Employee Benefit Plans. By The Editorial Staff of Prentice-Hall. 

New York: Prentice-Hall, 1952. Pp. xiii, 561. $6.65. 

A highly creditable and stimulating assembly of useful information for the 
employer who faces the problems of installing employee benefit plans or re- 
examining existing ones. 

The introductory chapter on employee benefits and morale is followed by nine 
chapters on benefits that offer security (group insurance plans covering health, 
accidents and sickness, and life), six chapters on benefits that increase income 
(profit sharing, employee stock plans, and suggestion systems), and six chapters 
on other valuable benefits (education and self improvement, employee food 
services, industrial recreation, credit unions, home financing plans, counseling, 
medical« and other services). Two of the remaining four chapters discuss the 
implementation of plans through employee communications and employee par- 
ticipation in management; and the remaining two treat the tax and wage-and- 
hour law aspects of benefit plans. 

This compilation includes all types of plans ‘‘that have been tested by indus- 
try and found valuable except pension plans and deferred profit sharing plans.” 
For information on these the reader is referred to the Prentice-Hall “Pension 
and Profit Sharing Services.” 

The authors have had access to a rich and vast supply of specific illustrative 
materials from successful companies. This frequent use of cases is particularly 
helpful in vitalizing what otherwise might be regarded as dull technical exposi- 
tion. 

The discussion for each plan is unusually precise and includes adequate sug- 
gestive detail to permit at least tentative evaluation by: the employer contem- 
plating application for his own organizational purposes. The areas of danger as 
indicated by experience are designated as well as the areas of reasonable cer- 
tainty. It is evident that the authors have been aiming to show how employee 
benefit dollars may be spent with minimum waste. 

This volume is a worthy contribution for several reasons. It provides an im- 
pressive inventory of employee benefit activities (omitting pension and deferred 
profit sharing plans as indicated), for its own sake as a historical cross-cut sum- 
mary. It provides an extremely useful source of standards for comparison and 
for stimulation. Those who are alarmed by the complexities of social dynamics 
will find that this reference source prepares the administrative mind for analysis, 
evaluation and judgment while it also conditions the executive for specialized 
thinking in the new directions which have been revealed to him. And the econo- 
mist will find abundant fact and hypothesis to encourage continuing re-examina- 
tion of cost incidence. 

In other sources, undocumented estimates suggest that in the aggregate bene- 
fit costs now have reached proportions amounting to 16% to 20% of payroll. 
Such a total could account for 8 % to 10 % of the cost of production of consumer 
goods. It may even exceed relatively the profit element (after taxes). In such 
an environment, for executives and students who want to give their thinking 
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about employee compensation an initial drive, this volume may readily become 
a “Handbook for Benefit Plan Engineering.” 
New Orleans, La. Rosert W. ELsAsser 


The Man on the Assembly Line. By Charles R. Walker and Robert H. Guest. 

Cambridge, Mass.: Harvard University Press, 1952. Pp. xii, 180. $3.25. 

This book constitutes a valuable addition to the growing list of empirical 
studies in the field of labor. It is written in the new tradition of labor economics 
which has been established by such able men as Lester, Reynolds, and Shister. 
Yet, the book is not exclusively, or even primarily, an economics book. It deals 
with the social and psychological, as well as the economic and business, problems 
of the assembly line. The assembly line is viewed both as a laboratory in which 
human behavior may be observed and as the essential element in large scale 
business which must be efficiently managed to yield a profit. These elements are 
integrated in such a way as to render the book equally interesting to social 
scientists and personnel managers. 

The job satisfactions and dissatisfactions of assembly line workers constitute 
the specific problem under investigation. A representative sample of 180 workers 
in an unidentified automobile assembly plant are the human guinea pigs for the 
study. The general conclusions are not surprising. It was found that most of the 
workers in the sample disliked their jobs insofar as the immediate job content 
was concerned. The specific features which were most frequently and intensively 
disliked, in the order of their importance, were: the mechanical pacing of the 
work, its repetitiveness or lack of variety, and the low level of skill required by 
most jobs. On the other hand, most workers like the high wages and steady 
employment offered by the large and stable automobile firm. Of the two economic 
factors, about 80 per cent of the workers considered the high wages to be more 
important than the steady employment. All other features of the job—super- 
vision, general working conditions, promotions and transfers, etc.—were crowded 
out of first place in both the “like” and ‘dislike’ column of the rating scale. 

The section of particular interest to personnel managers is the last chapter in 
which the workers’ suggestions for improvement are recorded. While the recom- 
mendations are not new, a special authority may be accorded to this expression 
of “grass-roots” sentiment. The most frequently mentioned remedies of the im- 
portant problem of mechanical pacing were rest periods and “bank building” 
(i.e., the building of goods-in-process inventories at various points on the line 
to allow flexibility of pace). The usual suggestions for correcting the problems 
of repetitiveness and low skill requirement were combinations of jobs which had 
been oversimplified and job rotation. 

The study was, of course, limited to 180 workers in one plant. The sample 
was carefully stratified, but there is no indication that the members of each 
stratum were selected at random This may have introduced a sample bias. The 
plant was not typical, in that it was a relatively new plant located in an area in 
which mass production was the exception rather than the rule. The most striking 
feature of the employment records of the workers was the dissimilarity of the 
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present assembly line jobs from any previous job held by most of the workers. 
In view of these limitations, the conclusions of the study must be accepted as 
working hypotheses which have yet to be conclusively proven. In spite of its 
limitations, however, The Man on the Assembly Line is worthwhile reading for 
any person who is interested in the social or business problems of mass produc- 
tion. 

Furman University Lewis E. Hitt 


Principles of Business Organization and Operation. By William R. Spriegel and 

Ernest C. Davies. New York: Prentice-Hall, 1952. Pp. xv, 565. $6.50. 

This is a revised edition of Principles of Business Organization (1946) which 
has been widely adopted as a text for courses in business organization and 
introduction to business. The new edition clearly shows that a skillful and work- 
manlike job of revision and improvement has been done. 

One of the merits of this volume lies in the fact that it seeks to integrate the 
viewpoint of economics with that of business administration. Dean Spriegel 
treats business as a dynamic system which has implications beyond the purely 
economic ones. “Business is not an abstraction, but an institution in which men 
and women serve their customers, earn a living, and actually lead purposeful 
and satisfying lives. It is both a method of earning a living and a large part of 
life itself.” 

The opening chapter, dealing with business as a social science, not only ex- 
plains the basic nature of business activities but relates the study of business to 
other fields of human knowledge, e.g., economics, sociology, psychology, political 
science, statistics, business law, and business English. This provides a back- 
ground and an orientation for the student in an introductory course such as that 
for which the book is designed. 

The second chapter delineates the primary functions of a business enterprise. 
It describes the viewpoints of the owner, the management, the workers, and 
the community. A balanced viewpoint is sought, rather than a viewpoint which 
is partisan to one interest group. The following operating functions are dis- 
cussed: finance, manufacturing, selling, production planning and control, pur- 
chasing, clerical, engineering, and personnel. In chapter three the various com- 
mon types of ownership are briefly and succulently discussed, as are the principal 
advantages and disadvantages of each. 

The chapter on operating organizations presents some fundamental concepts 
and definitions which are particularly useful to the beginning student of business 
organization and management. Here, as elsewhere, the authors wisely adhere to 
the generally accepted terminology rather than new terminology which would 
only serve to confuse. The use of orthodox terminology and exposition is one of 
its merits as a basic text in an introductory course. 

The various types of managerial organization structure are capably discussed, 
and the advantages and disadvantages of each structural type are pointed out. 
The diagrammatic representations (organization charts) which illustrate each 
type are useful in helping the student to understand the concepts which are 
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presented. The material on managerial organization is supplemented by a par- 
ticularly helpful presentation of the concepts and problems which are inherent 
in the staff relationships. This is contained in Appendix A. 

One chapter is devoted to a discussion of the cultural background of American 
business. The increasing complexity of the relations of business with govern- 
ment are emphasized in this chapter as are the problems of business competing 
with government, the military, and the professions for the services of capable 
personnel. 

The problems which must be faced in making a decision to go into business 
are discussed. Social status and prestige considerations are discussed as well as 
purely economic factors. Opportunities for success and probabilities for failure 
are presented. Factors which enter into a choice of a particular business are 
described. 

A chapter is devoted to the problems encountered in starting and early opera- 
tion of a business. The problem of raising funds is discussed, as is the technique 
of investigating a business opportunity. The break-even chart (profitgraph) 
technique of relating fixed and variable costs to sales income is presented. The 
factors which should be considered in determining the location of the business 
enterprise are presented. 

A chapter is devoted to expansion, contraction, and integration in a business 
enterprise, and another to capital structures. 

Part IV of the book covers financial considerations in modern business: money 
as a medium of exchange, the function of banks in the business process, the role 
of insurance in business, and the use of credit and credit instruments. 

The discussion of accounting and cost control is primarily directed toward 
their use from the viewpoint of management rather than a detailed discussion of 
how to keep accounts. In view of the customary practice in schools of business 
administration to introduce a course in accounting early in the curriculum, I 
believe the authors’ choice in this regard is a wise one. 

The manufacturing function is capably treated in five chapters and the 
marketing function in five. The student is introduced to the field of personnel 
management in five chapters; the chapter on morale and the one on discipline 
are particularly good. 

Business forecasting and research is covered in a chapter, as is the field of 
business-government relations. The final chapter is devoted to a consideration 
of management as a coordinating force. Although relegated to the Appendix, 
the discussion of the scientific approach in business is not only well-presented, 
but particularly useful in the teaching of the fundamentals of modern business 
organization and management methods. 

The book contains adequate coverage of material and the clarity of presenta- 
tion recommends it. It is a well-balanced introduction to the field of business 
organization and management and should find wide acceptance as a text in 
introductory courses. 

University of Mississippi R. F. Wauiace 





BOOK REVIEWS 541 


Vertical Integration in Marketing. Edited by Nugent Wedding. Urbana, IIL: 
Bureau of Economic and Business Research, University of Illinois, 1952. Pp. 
169. $1.50. 

The papers included in this publication were presented at the 1951 Marketing 
Symposium held by the Marketing Division of the University of Illinois. The 
main paper, written by Robert H. Cole, presents a ‘General Discussion of Verti- 
cal Integration.”” Three papers deal with vertical integration in industries: cot- 
ton textiles, written by Claudius T. Murchison; steel, by Bay E. Estes; and 
petroleum, by John W. Boatwright. The final paper, by Kenneth S. Carlston, is 
concerned with vertical integration and the law. 

“Vertical integration is defined as that type of organization that comes into 
existence when two or more successive types of production and/or distribution of 
a product are combined under the same control.” In an attempt to ‘“‘acquire a 
better understanding of the significance, the operation, and the advantages and 
disadvantages of this type of organization,” this study was made by examining 
first the published material in the field and by discussing this problem with 
officials of business concerns and governmental agencies. 

The possible advantages of this type of combination to firms that adopt it 
and to the consumer are both presented as are the disadvantages to the firms. 
It seems pertinent at this point to indicate that very little is presented, except 
by implication, of disadvantages to the consumer that might result from such 
integration. 

Perhaps one of the best sections of the main paper is its presentation of the 
findings of thirteen statistical, studies gleaned from various sources and here 
summarized for the student of this problem. The quasi-integrated organizations, 
particularly in the grocery and hardware fields, are compared with the fully- 
integrated ones. Federal and state legislation, usually of a prohibitory nature, 
is summarized. The summary and conclusions presented indicate that “vertical 
integration is not the panacea for all the ills of American business. . . . But it is 
the means through which many firms in many lines of business have been able 
to provide the American consumer with goods of high quality at prices lower 
than would otherwise be available.” It seems to this reviewer that the statement 
would be more easily accepted if it read ‘a means” rather than “the means,” 
but this criticism may be not justified if only the studies and data presented in 
this paper are considered. 

Following the paper are an appendix of terms and a bibliography of source 
materials on vertical integration. The three papers relating to the industries’ 
experiences in integration provided excellent summaries for better understanding 
while the last paper clarifies some of the legal questions involved. 

The publication of these papers provides, in one place, a wealth of material 
and opens up avenues of thought about marketing problems. It should prove 
of value to teachers of economics and marketing and to advanced students in 
these fields. 

University of Alabama Donatp F. Mutvrarin 
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How to Write Advertising That Sells. By Clyde Bedell. New York: McGraw-Hill 

Book Co., 1952. Pp. xxi, 539. $6.00. 

Clyde Bedell is an advertising consultant who has both taught and done copy 
writing; his background and interests are primarily in retailing. This first re- 
vision of his 1940 book continues to feature retail copy writing. Directions are 
included as to how each of five groups can best benefit from the book. These 
five types of reader are described in this manner: students in copy-writing 
courses, presumably in colleges; mail-order students; students of national ad- 
vertising; “old heads” reading for review; and young readers who read alone. The 
author says the three most important concepts in the book are a systematic 
method of approach to selling, the magic of words that makes for interesting 
writing, and an unending checkup by writers so as to insure continued improve- 
ment. 

The same fifteen chapters that were the 1940 book have been expanded and 
brought up-to-date. To them has been added a new introductory chapter, ‘This 
Is Adventure,”’ which pictures the job of the copy writer as exciting and chal- 
lenging. As in the first edition, each chapter has a foreword written by a promi- 
nent personality. In addition to the general index, there is now an index to quo- 
tations from advertisements. 

Two types of illustration are included. Twenty-four pages of actual advertise- 
ments, together with comments by the author, are included in a Section of II- 
lustrations and are placed in the front of the book just ahead of the first chapter. 
It would seem more logical and more convenient to have spotted these appropri- 
ately throughout the book. The other illustrations are drawings found at the 
beginning and end of most chapters. Decorative, but disconcerting because they 
do not relate to the text they accompany, they are described as “examples of 
advertising art loaned by Marshall Field & Co.” 

The author writes in an informal rather than a textbook style, allowing his 
personality to reach through to the reader. Instructors who knew the first edition 
suggested that this revision “‘. . . be more a formal text, with less narration and 
example in it.”” Bedell disregarded this advice in the hope of writing a book that 
would be personalized help to ary and all readers. The result is an extremely 
readable book. 

Emphasis is placed on principles rather than on cases. Numerous examples of 
both strong and weak copy are included and analyzed. The core of the book is 
the “master selling formula’”’ found in chapters 5, 6, 7, and 8. This turns out to 
be “31 Proved Selling Stratagems;” five tell how to Get Attention, thirteen tell 
how to Arouse Interest and Create Desire, seven tell how to Create Conviction, 
and six tell how tc Try for Action. 

This “How to” book does rather well in its attempt to offer worthwhile ma- 
terial to two groups, copy writers and college students who want to be copy 
writers. It does seem somewhat better suited to the writers of advertising than 
for use as a textbook. 

University of North Carolina C. A. Kirkpatrick 
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ALABAMA 


In the last quarter of 1952 the trend of Alabama business was buoyed up by 
an upward surge in steel production which over-matched the general upswing 
in the heavy goods industries in the nation. Accordingly, Alabama industrial 
production during October and November was up 19 per cent over the third 
quarter, and 13 per cent over the corresponding period, a year ago. By com- 
parison, the index of industrial activity for the nation in October and November 
was up 8 per cent over the third quarter and 4.3 per cent over the period, a year 
ago. In Alabama, October and November steel ingot production was 51 per cent 
above the strike-depressed third quarter and 39 per cent above the period a 
year ago, likewise characterized by a strike. A similar recovery of 50 per cent 
from the depressed third quarter was present in the nation. In contrast, con- 
tract construction awards in October and November fell 57 per cent below the 
third quarter level and 28 per cent below the year-ago figure. The construction 
picture in Thirty-Seven Southern and Eastern States was much more favorable, 
since the October and November totals exceeded those of a year ago by 30 per 
cent. 

In employment, where changes are more gradual, Alabama displayed an in- 
crease of .3 of 1 per cent in October and November over the third quarter and 
4.3 per cent over the corresponding figure, a year ago. Employment in Alabama 
is now at an all time high. 

The consumer price index in Birmingham showed a tendency to stability during 
October and November with the price index at about the same level as a year 
ago and down .4 of 1 per cent from the third quarter level. In the United States, 
the price index was up 1.6 per cent over the figure a year ago, but maintained 
about the same level as the third quarter. In the field of farm prices a definite 
tendency to sag has appeared, as Prices Received by Alabama Farmers during 
October and November fell 9 per cent below figures for a year ago and 7.5 per 
cent below the third quarter figures. The declines in the nation were smaller. 

To sum up the last quarter of 1952, the pickup in steel and heavy goods more 
than offset weaknesses in construction and farm prices, giving the impression 
that no immediate recession is in prospect. 

University of Alabama Joun S. HENDERSON 


FLORIDA 


The South accounted for a no larger percentage of the nation’s industrial 
plants at the end of 1951 than it did in 1940—if additions to existing facilities 
are ignored, according to a survey by the National Industrial Conference Board. 
Florida, Georgia, and South Carolina registered slight gains during the period in 
their share of new plants, while Delaware, Maryland, Virginia, and North Caro- 
lina lost ground in the expansion race. 

543 
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Florida’s population gain during the decade 1940-1950 was 873,000, about 
600,000 of which came from net in-migration. In contrast, four neighboring states 
lost 900,000 in the same period. A population decline occurred also in 16 counties 
of northern Florida, despite the sharp increase in the southern and central por- 
tions of the state. This trend is even more evident if a longer span of time is con- 
sidered. In 1830 more than 70 per cent of the Florida population lived in the 
northwestern part of the state; in 1950 less than 15 per cent lived in that section. 

The women are gradually taking over Florida. In 1900 the female exceeded 
the male population only in the age bracket “85 and over.” Additional brackets 
have been dominated each year until in 1950 the number of females exceeded the 
number of males in all age groups above 15 years. This is true for the white 
population as well as for the whole population. Some matters of economic im- 
portance can readily be inferred. On the demand side improving opportunities 
should be available for beauty shops and reducing parlors and for sellers of 
women’s wearing apparel and coeducation. On the supply side, firms with pro- 
duction processes involving a great deal of light hand-labor should find a ready 
source of labor. Similarly, large scale users of clerical labor could take advantage 
of the trend toward the distaff. 

Florida State University MarsuHatt R. CoLBerG 


GEORGIA 


Current expenditures indicate that the state of Georgia may have to dip into 
its surplus of $30,214,458 to meet its budget for the current fiscal year. Based on 
expenditures made and approved for the first six months of this fiscal year, 
state auditor B. E. Thrasher, Jr., has estimated that total state spending for the 
year ending next June 30 will be about $230,000,000, while receipts are not ex- 
pected to equal last year’s $228,000,000. In the meantime, the various depart- 
ments of the state government have submitted estimates of their budget 
requirements for the fiscal year beginning next July 1 which would call for the 
expenditure of some $27,000,000 of additional funds during that year. Governor 
Talmadge, however, has submitted to the 1952 General Assembly a budget 
calling for the expenditure of $229,932,292 for each of the next two fiscal years. 
He has cautioned the legislators that state treasury receipts, which have in- 
creased greatly during the last two years due primarily to the imposition of the 
3 per cent sales tax, have reached a plateau and probably will decline next year 
because of the virtual elimination of the state ad valorem tax on real property, 
and that at the present rate of expenditure and taxation, even the treasury 
surplus which existed at the beginning of this year will be exhausted in two or 
three years. Most controversial item omitted in the Governor’s budget was a 10 
per cent increase in pay for state school teachers, which it was estimated would 
add about $8,000,000 to the total. At time of writing final action on the budget 
had not been taken by the General Assembly. 

Information available by the middle of January indicated that during 1952 
the level of business activity continued high in Georgia and in some areas set 
new records. Bank debits to individual accounts reached a new high total of 
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$20,011 ,950,000 for 1952, a gain of 6 per cent over the previous year. Some level- 
ing off may be indicated, however, by the fact that the corresponding gain in 
1951 was 16 per cent, while in 1950 it was 17 per cent. Total cash income of 
Georgia farmers in the first 10 months of 1952 rose 10 per cent over the corre- 
sponding period of 1951. The state farm income increased from $489,546,000 in 
the 10 months ended October 31, 1951, to $537,159,000 for the same period in 
1952. Construction contract awards for the first 11 months of last year were 
$340,964,000. This represented a gain of 17 per cent over the same period in 
1951, and the trend at the close of the year still appeared to be upward, in spite 
of earlier contrary forecasts. Total non-farm employment in Georgia reached a 
total of 885,100 in November, 15,600 more than a year ago. This represented a 
substantial rise for the twelve month period in all major groups except construc- 
tion and mining. 

The phenomenal growth of Georgia’s broiler-raising industry continued during 
1952 and apparently has placed the state firmly in first place as a producer of 
broiler chickens. In the first 11 months of 1952, 119,254,000 broilers were raised 
in Georgia, some 20,000,000 more than in Missouri, the second ranking state, 
and 22,746,000 more than were produced in Georgia during the corresponding 
months of 1951. 

Emory University ALBERT GRIFFIN 


LOUISIANA 


Activity in crude petroleum,production in Louisiana during 1952 was up con- 
siderably from the 1951 level. This increased activity means that this already 


important industry is assuming even greater significance in the state’s economy. 
The income generated by the initial production of crude petroleum products is 
multiplied by industries which use these products as raw materials. Petrochemi- 
cal industries continue to grow and new ones are locating in the state. 

During 1952 drilling permits averaged well over 200 per month, while permits 
for wildcat wells averaged over 40 per month. Daily average oil production and 
daily average gas production in every month of 1952 exceeded the 1951 levels. 
Oil production approached an average of nearly 700,000 barrels per day. Loui- 
siana continues to rank third among the states in its crude oil output (exceeded 
only by Texas and California). In natural gas production, Louisiana is seconded 
in the nation (exceeded only by Texas). 

The state budget for the fiscal year 1952-53 included appropriations amount- 
ing to approximately $350 million. Of this total, $115 million will go to support 
education and $131 million will be devoted to public welfare activities. These 
two largest items will take 70 per cent of total expenditures, while the next two 
largest appropriations ($29 million for highways and $19 million for debt service) 
account for only about 12 per cent. Revenues (including a beginning surplus 
of $57 million) for the fiscal year are estimated at $397 million. This would leave 
a surplus of approximately $45 million at the end of the year. The budget for 
the 1953-54 fiscal year, already approved by the legislature, is very similar to 
the one for 1952-53. 

Louisiana State University W. H. BauvGun 
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MISSISSIPPI 


In reporting in these columns legislation enacted by the 1951 Mississippi 
Legislature, it was said, “The first positive step to end discrimination against 
Negroes in the common school system was taken when $6 million of the $7 mil- 
lion increase . . . was earmarked as follows: for raising salaries of Negro teachers, 
$3 million; for state aid for new school buildings and facilities for Negroes, $2 
million; and for expanding the Negro school transportation system, $1 million.” 
Pursuing the intention manifest in the above, the 1952 Mississippi Legislature 
provided for a Legislative Recess Committee on Education and gave it the task 
of studying the state’s common school system and making recommendations 
designed to bring about equalization between the races in the matter of facilities 
and instruction. This 18-member group presented its recommendations to Gov- 
ernor White on January 14 with a request that an extraordinary session of the 
legislature be called for its immediate consideration. The plan submitted pro- 
vides for extensive reorganization of the school system. Among other things, it 
would create a State Educational Finance Commission, appointed by the gov- 
ernor, which would disburse all state funds for construction and repair of school 
buildings and for transportation. 

Each county board of education would be required to submit by July 1, 1956, 
a plan of reorganization or consolidation of existing school districts, a prereq- 
uisite of which would be a satisfactory plan of equalization of facilities between 
the races. No grant of state school funds would be available until approval of 
the plan by the State Educational Finance Commission. Reorganization of 
districts could be on a county wide or multi-county basis. Municipal and sep- 
arate school districts might still exist. The county superintendent of public in- 
struction would be appointed by the county board of education. Many com- 
promises to local district pride and jealousy make the administrative set up 
something less than ideal. 

A “minimum” program of education for at least an eight months term each 
year is planned. Included is a uniform minimum salary schedule. Financing ar- 
rangements are complex, but the “minimum” program will be state financed on 
an equalizing basis. The cost of construction and improvement of buildings 
which will be necessary under the equalization and reorganization program will 
be financed in part by an annual state grant of $12 per student in average daily 
attendance. 

Added cost of equalizing instruction and transportation has been estimated by 
the committee at $6-8 million annually in addition to the $25 million now sup- 
plied by the state. An additional $125-150 million is the estimated cost to put 
facilities for the two races on a par. The latter phase of the program would be 
over a long period, with immediate financial requirements ranging from $5 mil- 
lion upward a year. 

To cover the added expenditures, the committee made three specific tax pro- 
posals: (1) increase of sales tax from 2 per cent to 3 per cent; (2) increase cigarette 
tax from 4 cents to 5 cents a package; and (3) increase the oil and gas severance 
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tax from 6 cents per barrel or 6 per cent of value, whichever is larger, to 8 cents 
per barrel or 8 per cent of value. 

The governor has expressed concern over the proposed tax increases and has 
indicated that in any case he will not call a special session of the legislature until 
the U. S. Supreme Court renders its decision in the pending segregation cases. 

University of Mississippi Davip McKINnNEY 


NORTH CAROLINA oe 


The General Assembly, meeting in biennial session in January, 1953, was 
presented by the Advisory Budget Commission with proposals of General Fund 
expenditures running 12 to 15 per cent above the current level. Even so, the 
Commission reported that its- recommendations did not include provision for 
numerous definite needs of the state. Proposed General Fund expenditures were 
$193,759,000 for fiscal 1953-54 and $197,036,000 for fiscal 1954-55 compared to 
a budgeted figure of $171,726,000 in 1952-53. Most of the growth was accounted 
for by salary increases, including one of 10 per cent for all school teachers, retro- 
active to July 1, 1952. (Operation of the public schools absorbs five-eighths of all 
expenditures from the General Fund.) 

The Commission could not see this much revenue from existing taxes. It 
proposed no new levies or increased rates, however. A modest surplus at the end 
of the current year is expected to make up the deficiency in income in the next 
two years. The Commission was generous in estimating revenues at $188,000,000 
in 1953-54 and $195,000,000 in 1954-55. (Actual revenues in 1951-52 were 
$163,655,000, but present indication is that those of 1952-53 will be somewhat 
larger.) 

For some years the combined effect of inflation and a high level of production 
has been to produce for the state constantly increasing revenues from the same 
tax rates. This trend can hardly be expected to continue indefinitely. The Ad- 
visory Budget Commission itself was apprehensive of future trouble, but thought 
the rate of growth in tax yields could be projected through the next two years 
without too much risk. Since the state already has a 3 per cent sales tax, and 
since other taxes are high enough to provoke the frequent charge that they re- 
strict the growth of enterprise in the state, real difficulty is to be anticipated if 
and when a wide gap between income and outgo develops. 

The Highway Fund, which is separate from the General Fund, and which is 
supplied chiefly by vehicle and fuel taxes, is estimated to spend approximately 
$100,000,000 in each of the next two years. This amount, although it represents 
an increase of about 20 per cent over budgeted figures in the most recent years, 
will not enable the state to make more than slow progress in bringing its primary 
highways up to the standard required by present-day traffic. 

Davidson College C. K. Brown 


SOUTH CAROLINA 


Governor James F. Byrnes included the following proposals in his address 
before the 1953 opening session of the South Carolina legislature: 
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He recommended changing the law to permit the boards of South Carolina 
colleges to increase the present $80 a year tuition. 

For advancing permanent improvements at state colleges, he recommended 
that the college trustees be permitted to float up to $10,000,000 in bonds, with 
the tuition fees of each institution pledged to pay off the amount of its indebted- 
ness (currently about $1,000,000 a year in tuition fees is turned over to the state 
general fund). The bonds would have to mature in 15 years or less. This plan 
would lessen rivalry among state colleges for appropriations, putting permanent 
improvements more in line with real needs. Increasing the tuition fees would 
make the charge to the student a little more in line with the actual cost of educa- 
tion. 

The budget recommends a pay increase for most state ermployees, but no 
blanket increase. ‘ 

Especially urged was an increase in teachers pay averezing 10 per cent. 

An absentee ballot for servicemen was recommended, and a flat $2,000 exemp- 
tion from state income tax against military pay. 

He recommended opening to public inspection the records of industrial com- 
mission awards, and permanent opening to inspection the public assistance 
and relief rolls. 

Also proposed was an alcoholie rehabilitation center on a small, experimental 
basis at first. 

The drafting of a new state constitution was endorsed by the Governor, who 
called on the legislators to ratify a constitutional amendment permitting the 
legislators to take part in such a convention. 

Clemson College James F. Mines 


TENNESSEE 


Most of the major segments of Tennessee’s industry and commerce experi- 
enced a high level of activity during 1952, and in those instances where transac- 
tions were not as “‘brisk’’ as in others, little change took place from the level of 
1951 when business, generally speaking, was at an extraordinarily rapid pace. 

On the face of preliminary reports being assembled for the year’s recapitula- 
tion, the year was probably the greatest in Tennessee’s history from many 
angles. Sales volume reached all-time highs, although profits might have dropped 
in some cases. Department stores and large business firms report increases up 
to 31 per cent over last year. The state tax collections topped $171,000,000 for 
the past fiscal year. This is the highest on record. Tourist travel brought into 
the state upwards of a half-billion dollars, passing the $500,000,000 mark for 
the first time, it is estimated. The pay of farm laborers in 1952 also topped all 
previous records. 

Seventy-two Tennessee cities and towns added 139 new industrial plants and 
expanded 143 existing plants during 1952. These new industries will manufacture 
quite a variety of products. The expenditure by existing industry shows the 
faith and satisfaction of the companies in the state and is often overlooked in 
surveys of industrial growth. 
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This progress is evident despite a $100,000,000 drought, tornados and forest 
fires which brought tragedy and destruction to many in Tennessee during 1952— 
a year of freakish weather in the state. Damage from forest fires was officially 
estimated at $40,000,000 in 400,000 acres of timberland, the worst record in the 
history of the state. Timber is an important industry as almost half of the land 
in the state is growing timber at present. It was the drought which did the most 
damage to the state’s economy, however. This 100-million dollar loss is broken 
down this way: loss in corn production, $25,000,000; loss in hay, $20,000,000; 
burned pastures and other losses, $55,000,000 or more. 

Tennessee enters 1953 with some of the brightest industrial prospects in its 
history if past trends are indicators. Despite some ‘“‘minus signs” in the picture, 
the new year should be a good one. Full employment, high production, and a 
reasonable stability in the economy is anticipated. The continued change from 
peace to a full-scale preparedness program makes it difficult to predict too far 
into 1953, but the economy of Tennessee during 1952 was marked by such vigor- 
ous growth and resiliency that most signs point to a continuation of boom-level 
business for Tennessee in the coming months. : 

George Peabody College for Teachers James E. Warp 


VIRGINIA 


An analysis of general business conditions in Virginia in 1952 indicates that 
the forces causing a downswing in the early months of the year had spent them- 
selves by mid-year, and in the last six months they were recovering rapidly 
from the set-back. Unemployment reached the lowest level since 1948, accord- 
ing to the Virginia Employment Service, and by the end of 1952, there were few 
job seekers. Any person with skill and training could find work. Department 
store sales were substantially ahead of 1951, though many of the stores were 
still following a conservative inventory policy. Furniture sales followed the same 
pattern with cash sales of furniture stores exceeding those of credit sales. The 
persistent upward trend in practically all trade lines during the latter months 
was one of the strongest factors in Virginia’s economy. Manufacturing remained 
about normal except in the textile industry which showed an upturn with many 
workers being recalled to their jobs. In the first nine months of 1952, there had 
been nearly a thousand new business incorporations, compared with eight hun- 
dred for the same period 1951. The construction industry was rather spotty. Of 
the eight reporting cities, five reported decreases, and three increases in con- 
struction contracts. Commercial building, public works, utilities, and homes 
gained over 1951, but factory construction decreased. Total valuation of building 
permits was 17 per cent under the corresponding period of 1951. However, 1953 
should show a sharp increase because many large projects such as slum clearance 
and public housing are now in the blue-print stage with construction planned for 
1953. There was a rise in bank debits in the eight reporting cities. The areas 
most affected were the textile cities and the shipbuilding cities. Virginia farmers 
during 1952 experienced an unsatisfactory year because of a decrease in gross 
income. Prices of farm products and processed foods, particularly grains and 
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meats, weakened sharply during the year. But some of the bad effects were offset 
by crop switching, further mechanization, and extension of grazing A final 
blighting change was the sharp decrease in bituminous coal production due to 
strike conditions, and to a decline in exports. In spite of several unfavorable 
trends, business conditions in Virginia for the second half of 1952 were definitely 
on the upswing, and should continue upward for the first half of 1953. 
However, since Virginia’s economy is closely related to that of the federal 
government—over 25 per cent of her gross income as compared with 16 per cent 
for the country at large being provided out of federal expenditures—and since 
federal fiscal policies will have a major influence, the signal for the latter months 
of 1953 is to proceed with caution until the economic policies of the new admin- 
istration come clearly into focus. Business forecasters agree that conditions will 
be good throughout 1953, but for the long-term they are cautious, and are wait- 
ing to see the actual start of the administration before making any predictions. 
University of Richmond HerMAN P. THomas 





PERSONNEL NOTES 


J. W. Bennett has been appointed assistant professor of transportation at the 
University of Tennessee. 

Truman C. Bigham, professor of economics in the College of Business Ad- 
ministration of the University of Florida, died during the Christmas holidays. 

R. A. Blackwood has been appointed instructor in business administration at 
Louisiana State University. 

Russell Bowers has resigned as professor of accounting at the Atlanta Division 
of the University of Georgia and now is lecturer in business administration at 
the School of Business Administration, Emory University. 

C. K. Brown, dean of the faculty and professor of economics at Davidson 
College, read a paper on “Alternative Credit and Debt Management Policies for 
the Future” at the twenty-second annual conference of the Southern Economic 
Association on November 14. 

Harvey C. Bunke has been appointed associate professor of transportation 
at the University of Tennessee. 

J. Whitney Bunting, formerly director of the Bureau of Business Research of 
the University of Georgia and since last July executive vice-president of Ogle- 
thorpe University, has been elected president of Oglethorpe University. 

Reynold E. Carlson served as economic consultant to the Joint-Brazilian- 
United States Development Commission. He was on leave from Vanderbilt 
University. 

Thomas H. Carroll, dean of the School of Business Administration of the Uni- 
versity of North Carolina, has been appointed to the Executive Committee of 
the Commission on Standards of Education and Experience for Certified Public 
Accountants. 

Clyde C. Carter, associate professor of business law in the School of Business 
Administration of the University of North Carolina, has returned to his teach- 
ing duties after 18 months’ military leave, during which time he served with the 
rank of Lieutenant Colonel in the United States Air Force. 

W. A. L. Coulborn, professor of economics at Oglethorpe University, read a 
paper on “Principal Contributions to Interest Rate Theory since Keynes’ 
General Theory” at the annual meeting of the Southern Economic Association 
on November 14. 

Dudley J. Cowden, professor of economic statistics in the School of Business 
Administration, University of North Carolina, was elected a Fellow of the 
American Statistical Association at the Annua] Meeting in Chicago. 

T. H. Cox has resigned his position as professor of business administration at 
Louisiana State University to accept a position with the Labor Department in 
Washington. 

Ben F. Curry has received an appointment as lecturer in labor economics at 
the University of North Carolina School of Business Administration for the 
winter quarter of the current year. 

551 





552 PERSONNEL NOTES 


Dewey Daane, economist with the Federal Reserve Bank of Richmond, read 
a paper on ‘““Major Movements of Interest Rates in the United States since 1940 
and Some of Their Economic Implications” at the annual meeting of the South- 
ern Economic Association on November 14. 

John Dixon, formerly of the University of Miami and the Bureau of Labor 
Statistics in Atlanta, has been appointed instructor in economics at Mississippi 
Southern College. 

C. H. Donovan, professor of economics at the University of Florida, read a 
paper on ““The Postwar Management of the Federal Debt and Federal Reserve 
Credit Policy” on November 14 at the annual meeting of the Southern Economic 
Association. 

Howard 8S. Dye has been promoted to associate professor of economics at the 
University of Tennessee. 

David M. Faulkner has been appointed assistant professor of industrial man- 
agement, University of Tennessee. 

Rendigs Fels, professor of economics at Vanderbilt University, was elected to 
the Board of Editors of Publications of the Southern Economic Association at 
its annual meeting last November. 

Robert W. French, dean of the College of Commerce and Business Adminis- 
tration, Tulane University, was elected second vice president in charge of mem- 
bership of the Southern Economic Association at its last annual meeting. 

John Friedmann has joined the staff of TVA as economist in the Division of 
Regional Studies 

Paul N. Guthrie, professor of economics in the School of Business Adminis- 
tration of the University of North Carolina, received a leave of absence for the 
fall quarter of the current academic year to serve as a Public Member of the 
Wage Stabilization Board. His leave was extended through the winter quarter 
in order for him to accept an appointment as President Truman’s representative 
in the handling of wage matters involving the railroad system of the country 
and some 20 of the labor unions. 

Langston T. Hawley, professor of management in the School of Commerce 
and Business Administration, University of Alabama, was elected to the Board 
of Editors of Publications of the Southern Economic Association. 

William E. Hendrix, of the University of Chicago, read a paper on ‘The Low- 
Income Problem in Southern Agriculture” at the annual meeting of the Southern 
Economic Association on November 15. 

Rufus Hughes, of the University of Tennessee, read a paper on ““Recombining 
Resources in Low-Income Farming Communities” on November 15 at the an- 
nual meeting of the Southern Economic Association. 

Sanders A. Kahn has been promoted from lecturer in real estate to supervisor 
of real estate education at City College in New York. 

D. M. Kerley, of Washington, D. C., has joined the Winthrop College staff 
as assistant professor of economics, 

John V. Krutilla has joined the TVA as industrial economist in the Division 
of Regional Studies. 
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John B. McFerrin, head of the Department of Business Organization and 
Operation, University of Florida, was elected first vice president in charge of 
program of the Southern Economic Association at its annual meeting last 
November. 

David Maxwell has recently completed a tour of duty with the United States 
Navy and has returned to his position es part-time instructor in economics at 
the University of North Carolina, School of Business Administration. 

Donald J. May has been promoted to assistant professor of economics at the 
School of Business Administration, Emory University. 

F. Byers Miller, dean of the School of Business Administration of the Univer- 
sity of Richmond, read a paper on ‘‘State-Wide Economic Survey of Virginia’ 
at the annual meeting of the Southern Economic Association on November 15. 

R. W. Pfouts, acting associate professor of economics in the University of 
North Carolina Schoo! oi Business Administration, read a paper on “An Exten- 
sion of Philip Wicksteed’s Theory of Distribution” at the annual meeting of the 
Econometric Society in Chicago on December 29. 

Henry B. Moore, of the University of Alabama, read a paper on “County In- 
come Estimates for Seven Southeastern States” at the annual conference of the 
Southern Economic Association on November 15. 

B. U. Ratchford, professor of economics at Duke University, was elected 
president of the Southern Economic Association at its last annual meeting. 

Arthur Louis Rayhawk, formerly with the Defense Production Administra- 
tion, has been appointed professor of business administration and director of 
the Bureau of Business Research, College of Business Administration, Univer- 
sity of Georgia. 

John M. Ryan, of the University of North Carolina School of Business Ad- 
ministration, read a paper on “Sectional Inter-Industry Studies’”’ on November 
15 at the annual conference of the Southern Economic Association. 

Earl A. Saliers, formerly professor of accounting and head of the Accounting 
Department at Louisiana State University, died December 24, 1952. 

Everett W. Schadt, lecturer in economics in the School of Business Adminis- 
tration of the University of North Carolina, has been granted a leave of absence 
to become City Manager of Thomasville, North Carolina. 

Chester R. Smith, associate agricultural economist on military leave from 
Clemson College for two years, has resigned his college position to continue in 
military service. 

Howard R. Smith, professor of economics at the University of Georgia, was 
re-elected secretary-treasurer of the Southern Economic Association at its last 
annual meeting. 

Tipton R. Snavely, chairman of the Department of Economics at the Univer- 
sity of Virginia, read a paper on ‘““The Impact of Multi-Unit Bargaining on the 
Economy” at the twenty-second annual conference of the Southern Economic 
Association on November 15. 

H. Ellsworth Steele, professor of economics at Alabama Polytechnic Institute, 
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read a paper on “The Impact of Multi-Unit Bargaining on Industrial Relations” 
on November 15 at the annual meeting of the Southern Economic Association. 
* -_ * * * 

The following names have been added to the membership of the Southern 
Economic Association : 

Lewis N. Amis, Department of Economics, Arkansas State College, State 
College, Ark. 

Paul Arnolds-Patron, Department of Business Administration, College of the 
Ozarks, Clarkville, Ark. 

C. K. Brown, Davidson College, Davidson, N. C. 

Allan M. Cartter, Department of Economics, Duke University, Durham, N. C. 

J.C. Clamp. Jr., Box 1041, Kansas City 41, Mo. 

R. T. Collins, Department of Economics, Alabama Polytechnic Institute, 
Auburn, Ala. 

Ben F. Curry, School of Business Administration, University of North Caro- 
lina, Chapel Hill, N. C. 

John A. Davis, Memphis State College, Memphis, Tenn. 

N. F. Davis, Box 758, Tuskegee Institute, Ala. 

William R. Davlin, 309 Pine Avenue, Alabama, Ga. 

John G. Eldridge, Department of Economics, University of Florida, Gaines- 
ville, Fla. 

Marvin L. Fair, Tulane University, New Orleans, La. 

Rashi Fein, School of Business Administration, University of North Carolina, 
Chapel Hill, N. C. 

Paul E. Fenlon, Department of Economics, University of Florida, Gaines- 
ville, Fla. 

Willard J. Graham, School of Business Administration, University of North 
Carolina, Chapel Hill, N. C. 

W. R. Hammond, Northeast Louisiana State College, Monroe, La. 

Rector R. Hardin, University of Georgia, Athens, Ga. 

H. Gordon Hayes, Tulane University, New Orleans, La. 

Paul T. Hendershot, Louisiana Polytechnic Institute, Ruston, La. 

James C. Ingram, School of Business Administration, University of North 
Carolina, Chapel Hill, N. C. 

John W. Kennedy, Department of Economics, Alabama Polytechnic Institute, 
Auburn, Ala. 

J. L. Lancaster, Department of Economics, University of Virginia, Charlottes- 
ville, Va. 

Charles E. Landon, Department of Economics, Duke University, Durham, 
N. C. 

H. A. Latine, School of Business Administration, University of North Caro- 
line, Chapel Hill, N. C. 

J. H. Lemly, University of Georgia, Athens, Ga. 

Mark H. McCann, Tennessee A & I State University, Nashville, Tenn. 

Everett J. Mann, Department of Economics, Duke University, Durham, N. C. 
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Henry B. Moore, University of Alabama, University, Ala. 

Clarence C. Morrison, Davidson College, Davidson, N. C. 

Louis Netherland, College of Business Administration, University of Florida, 
Gainesville, Fla. 

James M. Parrish, School of Business Administration, University of North 
Carolina, Chapel Hill, N. C. 

William J. Phillips, Jr., Department of Economics, Southwestern Louisiana 
Institute, Lafayette, La. 

Richard Powers, Department of Economics, Alabama College, Montevallo, 
Ala. 

Paul H. Rigby, University of Alabama, University, Ala. 

John M. Ryan, School of Business Administration, University of North 
Carolina, Chapel Hill, N. C. 

Rodney G. Sarle, School of Business Administration, University of North 
Carolina, Chapel Hill, N. C. 

Howard G. Schaller, College of Business Administration, University of Ten- 
nessee, Knoxville, Tenn. 

Richard T. Selden, Department of Economics, Vanderbilt University, Nash- 
ville, Tenn. 

W. Allen Spivey, School of Business Administration, University of North 
Carolina, Chapel Hill, N. C. 

Lorin Thompson, Bureau of Population and Economic Research, Charlottes- 
ville, Va. 


C. Michael White, Huntingdon College, Montgomery, Ala. 

Rudolph A. White, Birmingham Center, University of Alabama, Birmingham, 
Ala. 

Paul Wischkaemper, Alabama Polytechnic Institute, Auburn, Ala. 

Howard W. Wissner, Tulane University, New Orleans, La. 





NOTES 


The Twenty-third Annual Conference of the Southern Economic Association will be 
held on November 13 and 14 at the Biltmore Hotel, Atlanta, Georgia. 

President B. U. Ratchford has appointed the Nominating Committee for the 1954 
officers of the Association. It consists of C. P. Anson, Alabama Polytechnic Institute, 
H. L. McCracken, Louisiana State University, and David McCord Wright, University 
of Virginia, Chairman. Members are invited to suggest names to this committee. 

Howarp R. SmirH 
Secretary 


SOUTHERN ECONOMIC ASSOCIATION 
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Association Expenses: 
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Supplies... 
Travel.... 
Miscellaneous 
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The Southern Economic Journal 1,454.00 1,800.57 


Cash on Hand, October 31, 1952 


Balance, November 1, 1951 
Dividend Deposited . 


Balance, October 31, 1952 
FUND BALANCES 
Checking Account, National Bank of Athens, Athens, Georgia 
Investment Account, Athens Federal Savings and Loan Association, Athens, 
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Howarp R. Situ 
Treasurer 
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The SOUTHERN ECONOMIC JOURNAL 
Financial Statement for the Fiscal Year Ending October 31, 1952 


Cash Balance, November 1, 1951 
Income: 
University of North Carolina Grants 
Annual Grant for 1951-1952 
Advance Grant for 1952-1953 


Southern Economic Association 
Membership Subscriptions 
Institutional Subscriptions 
Student Subscriptions 


Library Subscriptions to Journal 
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Advertising 
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July issue 
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Managing Editor 
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The Economic Development of Jamaica. Report by a Mission of the International 
Bank for Reconstruction and Development. Baltimore, Md.: The Johns 
Hopkins Press, 1952. Pp. xviii, 288. $5.00. 

Planisme et Progrés Social. par Angelos Angelopoulos. Paris: Librairie Générale 
de Droit et de Jurisprudence, 1953. Pp. 403. Paper, 1.200 frs. 

Office Management: Principles and Practices. By John J. W. Neuner and Ben- 
jamin R. Haynes. 3rd ed. Cincinnati, Ohio: South-Western Publishing Co., 
1953. Pp. xiii, 751. $5.00. 

Thomson’s Dictionary of Banking. By R. W. Jones. 10th ed. New York: Philo- 
sophical Library, 1952. Pp. x, 710. $15.00. 

Agricultural Labourers In Modern India and Pakistan. By Surendra J. Patel. 
Bombay, India: Current Book House, 1952. Pp. 169. $2.75. 

Modern Asia Explained. By W. R. McAuliffe. New York: Philosophical Library, 
1952. Pp. viii, 163. $3.25. 

Economic Stability in a Changing World. By John H. Williams. New York: 
Oxford University Press, 1953. Pp. vi, 284. $5.00. 

An Introduction to the Antitrust Laws. By Arthur Townsend Dietz. New York: 
Twayne Publishers, 1951. Pp. vi, 84. 

Strikes: A Study in Industrial Conflict. By K. G. J. C. Knowles. New York: 
Philosophical Library, 1952. Pp. xiv, 330. $8.75. 

Economic Policy: Readings in Political Economy. By William D. Grampp and 
Emanuel T. Weiler. Homewood, IIl.: Richard D. Irwin, 1953. Pp. xiii, 393. 
$3.75. 

Enterprise and Secular Change. By Frederic C. Lane and Jelle C. Riemersma. 
Homewood, Ill.: Richard D. Irwin, 1953. Pp. xi, 556. $5.00. 

Income & Wealth in the United States: Trends and Structure. Income & Wealth 
Series II. By Simon Kuznets and Raymond Goldsmith. Cambridge, England: 
Bowes & Bowes, 1952. Pp. vii, 328. 35s net. 

Production and Consumption: A Mathematical Reformulation. By John S. Hen- 
derson. University, Ala.: University of Alabama Press, 1952. Pp. 83. Paper, 
$2.00. 

The Economics of Sellers’ Competition: Model Analysis of Sellers’ Conduct. By 
Fritz Machlup. Baltimore, Md.: The Johns Hopkins Press, 1952. Pp. xx, 582. 
$6.50. 
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The Political Economy of Monopoly: Business, Labor and Government Policies. 
By Fritz Machlup. Baltimore, Md.: The Johns Hopkins Press, 1952. Pp. xvi, 
544. $5.50. 

Retailing: Principles and Practices. By Paul L. Brown and William R. Davidson. 
New York: Ronald Press Co., 1953. Pp. x, 726. $6.00. 

Distribution Costs. By J. Brooks Heckert and Robert B. Miner. 2nd ed. New 
York: Ronald Press Co., 1953. Pp. ix, 386. $6.50. 

Economic Organization of Agriculture. By Theodore W. Schultz. New York: 
McGraw-Hill Book Co., 1953. Pp. xx, 374. $5.50. 

International Economic Papers No. 2: Translations Prepared for the International 
Economic Association. Edited by Alan T. Peacock and others. New York: 
Macmillan Co., 1952. Pp. 232. Paper, $3.50. 

Merchandising Primer. By I. Herbert Wilson. New York: McGraw-Hill Book 
Co., 1953. Pp. vii, 213. $3.95. 

International Shipping Cartels. By Daniel Marx, Jr. Princeton, N. J.: Princeton 
University Press, 1953. Pp. xii, 323. $6.00. 

Selling Forces. By Donald M. Hobart and J. P. Wood. New York: Ronald Press 
Co., 1953. Pp. vii, 299. $5:00. 

Comparative Analysis of Arkansas State Expenditures. By Edward W. Reed. 
Fayetteville, Ark.: University of Arkansas, 1952. Pp. v, 287. 

Small Business: Its Role and Its Problems. Washington, D. C.: Chamber of Com- 
merce of the United States, 1953. Pp. 33. Paper, 50¢. 








INTERNATIONAL ECONOMICS 


By Charles P. Kindleberger, Massachusetts Institute of Technology 


Ready April 15 This new addition to the Irwin Series in Economics pre- 
sents the theory of international trade and finance in a systematic fashion—with a 
wealth of institutional and historical illustration. The emphasis of the text is on the 
theoretical framework of international trade. The author attempts to develop certain 
techniques of analysis in the fields of income and price, and to apply these techniques 
consistently to a number of aspects of the subject in order that the student may 
develop a facility in their use. This text differs from other books in the field by its 
careful development of the relations between international economics on the one 
hand, and imperfect competition and income analysis on the other. We believe that 
you will find this to be a distinguished, authoritative and well-written text for your 
courses in international economics, international economic theory, and international 


trade and finance. 








BUSINESS CYCLES AND FORECASTING 


FOURTH EDITION By Eimer C. Bratt, Lehigh University 
Ready April 15> This well-known textbook has proved its usefulness under 
the test of classroom use through three widely adopted editions. The new, completely 
rewritten and up-to-date Fourth Edition should make the text even more useful. In 
this revision Professor Bratt has written in a way the student will find easier to under- 
stand. Four new chapters have been added. There is now a full chapter on econometric 
theory and new chapters on secular-trend forecasting, characteristic fluctuations, and 
employment and inflation policy. The discussion of business forecasting has been 
entirely segregated into separate chapters in the revision. There has also been a com- 
plete reorganization of the theory chapters, with increased emphasis on investment- 


saving theory. Full use has been made of national income and product analysis. 





RICHARD D. IRWIN, INC., pomewoop, minors 
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ECONOMIC HISTORY OF MODERN EUROPE 


by HEINRICH E. FRIEDLAENDER, presently on leave from Harpur College, Siate 
University of New York; and JACOB OSER, Assistant Professor of Economics, Harpur 
College. 


The economic development of Europe is sharply studied against the political background 
of the time in Friedlaender and Oser’s new text. In tracing the economic history of Europe 
from the Industrial Revolution to the present, the authors show clearly how economic 
and social developments are interconnected with political institutions and changes. 
Divided into four historical parts the text first studies the rise of capitalism to 1870. It 
then covers the period of mature capitalism from 1870-1914... the interwar period 
from 1914-1939 . . . and World War Ii and after. Primary attention is given to this later 
period. The text presents numerous case studies on modern economic developments. In 
130 biographical vignettes, the authors describe the roles of political figures, inventors, 
giants of finance. 

611 pages @ 6" x9" @ Published March 1953 


ECONOMIC WARFARE 


by YUAN-LI WU, Research Economist, Stanford Research Institute 

@ In content, objective, and approach ECONOMIC WARFARE is a realistic and practi- 
cal guide to the conduct of economic warfare. At the same time it is a vital challenge 
to the menacing realities of the “cold” war. 

e@ Geared to the future, this text tells the student just what economic warfare is... 
explains how economic warfare can be conducted . . . and describes the major effects 
of economic warfare on normal international relations. 

@ Dr. Wu makes effective use of many official reports as the basis for his analyses. In 
large part the text serves as a realistic and concrete link between the study of war 
economics and international economics. 

400 pages @ 55% x 83, @ Published October 1952 


Send for Your Copies Today 


PRENTICE-HALL / | 
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GOVERNMENT'S ROLE IN ECONOMIC LIFE 


By Georce A. Srerer, University of Illinois. 411 pages, $6.00 


A comprehensive and integrated work, this book treats the shifting role of government in economic life. 
It develops a method of analysis enabling a concentration upon the relevant forces which produce public 
economic policies, and relevant consequences of pursuing a given course of action. It offers full and complete 
treatment of mixed economy, administration of public economic policy, the role of government in classical 
enterprise system, underlying causes of federal economic control, etc. 


MARKETING: An Institutional Approach 
New 2nd Edition 


By Epwarp A. Duppy, The University of Chicago, and D. A. Revzan, University of California. Business 
and Economics Publications. Ready in June 


Thoroughly rewritten for simplification and readability, this excellent text provides the student with a com- 
prehensive knowledge of the meaning of marketing, and of the organic way in which economic society is 
organized to carry on marketing transactions. 


FOREIGN COMMERCE 


By Harotp J. Heck, Tulane University. 510 pages, $6.50 


Synthesizes international economic principles and the functioning of the foreign commerce “industry.” The 
first two sections describe the business of foreign commerce-patterns, organizations, and some practices. 
The third section discusses theoretical aspects and includes chapters of broader application, on foreign ex- 


change and investments. Parts IV and V deal with “national” restrictive and promotional policies and inter- 
governmental arrangements. 


MORTGAGE BANKING 


Editor: Rosert H. Pease, Vice-President, Draper & Kramer, Inc., Chicago and The University of 
Chicago; and Homer V. Cuerrineton, Northwestern University. 458 pages, $7.50 


Intended as a text and reference work, this unique book presents a completely objective approach to mort- 
gage lending, including a history of the business, a careful study of financial and economic fields as back- 
ground, and the best methods used today. Operations are analyzed in terms of purpose, method, and result. 


CREDIT AND COLLECTION PRINCIPLES 
AND PRACTICE New 6th Edition 


By Avsert F. Cuaprn, New York University. 584 pages, $6.00 


Thoroughly reworked, this leading text in its field provides a comprehensive view of the practical manage- 
ment of credits and collections in the financing, manufacturing, and wholesaling fields. It also offers the stu- 
dent a thorough understanding of the problems and scope of consumer credit. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 
330 West 42nd Street : New York 36, N. Y. 
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' OXFORD BOOKS 


STUDIES IN THE STRUCTURE OF 
THE AMERICAN ECONOMY 


Theoretical and Empirical Explorations in Input-Output Analysis. 











By WASSILY LEONTIEF, author of THE STRUCTURE OF THE AMERICAN 
ECONOMY, with members of the Harvard Economic Research Project. This new method 
for the study of long-range economic problems, of structural interrelations in our 
economy, and of forces which create change, represents an important advance in the 
co-ordination of economic fact and theory. $11.00 


HISTORY OF 
ECONOMIC ANALYSIS 


By JOSEPH A. SCHUMPETER, author of TEN GREAT ECONOMISTS. Asurvey 
of economic thought from ancient Greece to the 20th century which analyzes great 
economic theories about such topics as money, credit, and business cycles, making it an 
indispensable history for every branch of economics. Coming in July. Two volumes, 
$20.00. College edition in one volume, $12.50 


ECONOMIC STABILITY 


IN A CHANGING WORLD 


Studies in Post-War International Economics 


By JOHN H. WILLIAMS. Essays by a Harvard professor of Economics on the rela- 
tion between economic theory and public policy. “Because of his wide experience as 
student, critic and aide in the formulation of public policy, Mr. Williams’ writings in 
this area are worthy of serious study.” —N. Y. Times Book Review. $5.00 


TAXATION AND INCENTIVE 


By JULIET RHYS-WILLIAMS, Governor of the BBC, Editor of EUROPEAN RE- 
VIEW. A study of the whole question of taxation-and incentive with its underlying 
problem of how to maintain justice for the individual as well as justice for the com- 
munity. The author proposes complete reform of the philosophy and practice of taxa- 
tion, and recommends specific measures for achieving it. $3.50 


At ail bookstores 
OXFORD UNIVERSITY PRESS 


114 Fifth Avenue, New York 11, N. Y. 
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<=. A NEW ECONOMICS TEXT BY —= 
Raymond T. BYE 


and 


William W. HEWETT 


THE ECONOMIC PROCESS 


Its Principles and Problems 


e Here is a NEW text. It is new in conception, largely new 
in content, and up to date. 


It presents a sensible BALANCE between neo-classical 
economics and national economics - Keynesian eco- 
nomics. Each is presented fully but in proper relation- 
ship to the other, rather than as isolated topics. 

Beginning college students are helped by a LOGICAL 
PROGRESSION from clear, simple explanations of 
concepts, definitions, and principles to more complex 
points. 

This valuable work is a real INTEGRATION of prin- 
ciples and problems. 

The book contains such a COMPLETE SURVEY of 
economic principles and problems, that no other read- 
ing material need be required. 


1050 pages Illustrated 85.50 





PROBLEM QUESTIONS ON THE ECONOMIC PROCESS 
This book intended primarily for use with THE ECONOMIC PROCESS, by the same 
authors, places emphasis on the application of economic principles to practical, realistic and 
timely problems, many of which are based on current newspaper items, public speeches, pro- 
posed legislation, legislative debates, and the like. 170 pages, $1.25. 
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BOOKS YOU WILL 
WANT TO CONSIDER... 


+ 


ECONOMICS: PRINCIPLES AND APPLICATIONS 
By Dr. J. H. Dodd and Dr. C. W. Hasek 


Economics: PRINCIPLES AND APPLICATIONS does not plead for any special pet theories of eco- 
nomics. However, it does give the student a firm foothold on his thinking about the American eco- 
nomic system as compared with some of the “isms” of the world. The authors make a very clear 
presentation of the applications and the principles of economics to business, personal, and social 
problems. 


PUBLIC FINANCE 
By Orval Bennett and Isaac Lippincott 


In Pustic Finance by Bennett and Lippincott we present a fresh, teachable, and authoritative 
treatise on public finance that gives well-balanced attention to the economic aspects as well as 
to the strictly financial aspects. Out of the rich background of experience of these two authors has 
come this book which has been carefully developed over a period of years and tested, over and 
over, in the classroom and in seminar groups. 


GOVERNMENT REGULATION OF BUSINESS 
By Ronald A. Anderson 


Above all else that may be said about GovERNMENT REGULATION OF BUSINESS, it is truly a text- 
book written for college students in a language that is simple and void of bewildering technical 
terms. It is written in a vibrant, direct style that carries keen interest at a high pitch. Its true test 
as a textbook is in its fascinating appeal and its readability. It is exceptionally well organized; it 
moves swiftly and clearly to the point. 


LABOR LAW AND LEGISLATION 
By Stephen J. Mueller 


Here in one volume is a modern treatise on law and legislation as it relates to labor and manage- 
ment. It is unbiased and strictly objective—neither prolabor nor promanagement. It provides an 
excellent combination of text material with adjudicated cases and additional source material. The 
early chapters include a study of the sources of labor law and early doctrines. In this fine modern 
volume are brought together materials not available in any other single source. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 


Cincinnati 2 Chicago 5 Dallas 2 
New Rochelle, N.Y. San Francisco 3 
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FUNDAMENTALS OF 
CORPORATION FINANCE 


By Joseph F. Bradley, Penna. State College. A 
readable and teachable new text on cor- 
poration finance that is mainly concerned 
with the study of how corporations raise 
cash and acquire credit to conduct opera- 
tions. In addition to this central problem, 
the book considers a number of related 
ones: selecting the form of organization, 
measuring and administering profits, ex- 
panding operations, and taking steps to 
prevent business failure. The book stresses 
the viewpoint of management, and 
throughout, the author keeps in mind the 
fact that many students have little or no 
knowledge of law or accounting. 


Just published, 608 pp. $6.00 








MATHEMATICS 
AND STATISTICS 
FOR ECONOMISTS 


By Gerhard Tintner, Iowa State Col- 
lege. A text designed for the stu- 
dent of economics or econometrics 


who has had no thorough train- lege. ** 


ing in college mathematics but 
who desires to acquire some of the 
mathematical equipment neces- 
sary for a serious study of eco- 
nomics. It includes some applica- 
tions of elementary mathematics 
to economics, as well as topics in 
calculus, probability, and elemen- 
tary statistics. All examples are 








ECONOMICS FOR 
THE CITIZEN 


By Alfred R. Oxenfeldt, City College 
of New York. This introductory text 
uses the public policy approach to 
the study of economics. It is de- 
signed for the student who does 
not plan to specialize but who 
wants to participate in current dis- 
cussions about past and proposed 
legislation and who wants to dis- 
charge intelligently the duties of 
a voter in a vigorous democracy. 
The public issues discussed are 
treated with explicit reference to 
the moral, political, and social 
issues that they pose. 


Available spring, prob. 768 pp. $5.50 





LAW IN ITS 
APPLICATION TO 
BUSINESS, Revised 


By William H. Schrampfer, Iowa State Col- 
...the book is a good one. The 
type is legible and the material is well set 
out. The author makes his statements with 
definiteness and without the many qualifi- 
cations which are always possible.’’—The 
New York Certified Public Accountant. 


1093 pp. $6.50 








taken from economics. Little 
mathematical preparation is re- 
quired of the student. 


available summer, prob. 320 pp. $6.00 
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JUST PUBLISHED 








- begins with the firm and its 
income 


- includes the national income 
and other social aggregates 


- covers money, credit and banking 
after the student has the necessary 
elementary facts 


Published in March 727 pp. $6.00 


INTRODUCTION TO 
ECONOMICS FOR 
AGRICULTURE 


by J. D. Black 


This is a text for either the first course 
in economics for students in agricul- 
tural colleges, or for a follow up course 
in agricultural economics. It includes 
the economics of agriculture and rural 
living, as well as the general economy 
in which agriculture has its setting. 
Consumption, production, marketing 
and the price and value principles are 
covered completely. 





THE ECONOMIC 
SYSTEM 


by E. T. Weiler 


This distinguished book emphasizes the 
“general equilibrium” approach in 
treating principles of economics. Be- 
ginning with a simple conceptual pic- 
ture of a price-directed economy, it 
progresses step by step to an under- 
standing of how government, money, 
and monetary institutions, interna- 
tional trade, and the developments 
underlying growth, modify this picture. 
With Blaine E. Grimes the author has 
prepared a problems book. 





NEW APPROACH 








- develops price theory within the 
framework of a “general equilib- 
rium” theory 


- discusses the role of ethical 
judgments in public policy de- 


cLstons 
- considers both the macro- and 


micro- economic point of view 


Published in 1952 869 pages $5.75 
Problem Books $2.00 








The Macmillan 


60 FIFTH AVENUE, NEW YORK 11 
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PHILOSOPHICAL LIBRARY PUBLICATIONS 


THE SOVIET IMPACT 
ON SOCIETY 


In what manner has Kremlin-controlled 
Sovietism raised or lowered human stand- 
ards? Is man in Soviet society master of 
his own fate? May he follow unhampered 
his self-chosen vocation and avocation? Can 
he express his ideas and feelings as he 
wishes? Can he join his neighbors in groups, 
unions and confederations? Are his social 
or cultural activities dictated by political 
potentates? 


To these and other basic questions the 
distinguished philosopher offers an unbiased 
reply, out of his direct observations and 
studies. 

$3.75 





20th CENTURY 
ECONOMIC THOUGHT 


Edited by Glenn E. Hoover, 
Mills College 

In this stimulating book, twenty of the 
most perplexing economic problems of our 
time are analyzed by professional econo- 
mists. Each contributor was asked to ex- 
press his opinion freely, without regard to 
the opinions of the others. Although written 
primarily for the general reader, students 
and teachers of economics will find it in- 
valuable. 


$12.00 


PHILOSOPHICAL LIBRARY Publishers 


15 East 40th Street, Desk 357 


New York 16, N.Y. 


Expedite Shipment by Prepayment + Special student bulk rate on orders of 10 or more 











American Economic Review 





VOLUME XLIII 


Harold Adams Innis, 1894-1952 


The Meaning of Utility Measurement 


Duties and Income Distribution 


MARCH, 1953 


V. W. Bladen and others 
A. A. Alchian 
.... 4. ¥.C. Koo 











Excess Liquidity and Monetary Reforms....................... J. G. Curley 
International Trade Philosophy of Cordell Hull 
National Income and Product, 1929-1950 


Reviews of Books, Titles of New Books, Periodicals, Notes 





The AMERICAN ECONOMIC REVIEW, a quarterly, is the official blication of the 
American Economic Association and is sent to all members. The annual dues are $6.00. Ad- 
dress editorial communications to Dr. Bernard F. Haley, Editor, American Economic Review, 
Stanford University, Room 220, Stanford, California; for information concerning other pub- 
lications and activities of the Association, communicate with the Secretary-Treasurer, 
Dr. James Washington Bell, American Economic Association, Northwestern University, 
Evanston, Illinois. Send for information booklet. 
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THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by EARL J. HAMILTON 
in Cooperation with the Orher Members of the 
Department of Economics of the University of Chicago 
The April 1953 issue will contain: 


Arithmancy, Theomancy and the Soviet Economy Norman M. Kaplan 
Frederick B. Hawley’s Income Theory Richard M. Davis 
Union Influence on Wages: The Construction Industry Stephen F. Sobotka 
The Demand for Money: The Development of an Economic Concept 

. C. Gilbert 
A Survey of ee Economics M. Bronfenbrenner 


A Loan Ratio.......... H. J. Plous 
Comment.... ; M. Bronfenbrenner 


Book Reviews and Books Received 


FOUNDED IN 1892. Published bi-monthly: February, April, June, 
August, October, December. Subscription rate $6.00 per volume. Sin- 
gle copy $1.50. Special rates: $5.00 per volume for faculry members 
teaching business or economics. $3.00 per volume for graduate stu- 
dents in business or economics. Canadian postage 40 cents. Foreign 


postage 75 cents. 
The University of Chicago Press + 5750 Ellis Ave., Chicago 37, Ill. 



































Wanted... 
BACK COPIES OF THE 
SOUTHERN ECONOMIC JOURNAL 


There are frequent calls for complete sets of this JOURNAL, generally 
from libraries. Several of the back issues are out of stock. Anyone able to 
contribute, to sell, or to induce others to sell, any or all of the following 
issues will be rendering a real service. We will pay $1.00 per copy for any 
of the following issues in reasonable condition. 


October 1933, April, July and October 1936, January and July 1937, 
July 1939, October 1940, January 1945, January 1947, July 1947, July 1949, 
October 1949. 


The Southern Economic Journal 
Box 1289, Chapel Hill, N. C. 
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Ready May 11 


The Principles, Practices, and Policies 
of Today's American Economy in a 
New Text for Your Principles of Eco- 
nomics Course 


THE AMERICAN ECONOMY 


By C. LOWELL HARRISS, Associate Professor of Economics, 
Columbia University 


Designed as a basic text for the principles of economics course, this book is the newest addi- 
tion to the Irwin Series in Economics. It offers a skillful, sophisticated, and interesting blend- 
ing of theory and fact. With a high degree of professional competence, it presents the basic 
elements of economic analysis; and it describes the structure and functioning of our economy 
in a way that will arouse and maintain student interest. 


The book is written from the point of view that our economy has such varied problems that 
no single approach is best suited in studying these problems. Analysis of national income 
does not crowd out more traditional and still important issues. 


Without slighting price theory, this text contains more analysis of aggregative problems 
than most beginning texts. It also includes a generous amount of material describing the 
U. S. economy of today, taking account of the great changes in the economy that have made 
it widely different from that of even a few years ago. This up-to-dateness is a distinct advan- 
tage of the book. Texts written as recently as three years ago contain much that belongs to 


economic history. 


The text’s organization is flexible, and the instructor may easily adapt it to his own prefer- 
ences. The style of writing is informal and interesting to the student without sacrificing 
dignity. The book includes a wealth of institutional, factual, and descriptive material which 
has been chosen for its bearing on the significant problems of today and tomorrow. The 
analytical material is as complete as may profitably be used in an introductory course. It 
offers an extremely competent and sophisticated but not difficult treatment. An effort has 
been made to achieve clearness and to make the analysis more interesting to the student 
by showing how it can help him understand more clearly the world in which he lives. 


RICHARD D. IRWIN, INC., tomewoos, titinois 




















SOUTHERN ECONOMIC ASSOCIATION 


Orricers OF THE AsSsOCIATION 


President 
B. U. Ratchford, Duke University 


Vice Presidents 


John B. McFerrin, University of Florida 
Robert W. French, Tulane University 


Secretary-Treasurer 
Howard R. Smith, University of Georgia 


Editors of Publications 
C. H. Donovan, University of Florida 
Rendigs Fels, Vanderbilt University 
Langston T. Hawley, University of Alabama 
Edward C. Simmons, Duke University 


EXECUTIVE COMMITTEE 
OFFICERS OF THE ASSOCIATION 
and 


George W. Stocking, Vanderbilt University 
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Membership dues in the Association are: annual $4.00, 
sustaining $5.00, contributing $10.00, life $60.00, institutional 
$10.00, student $2.00. Membership fees include payment for a 
year’s subscription to The Southern Economic Journal. 


Applications for membership should be addressed to 
Howard R. Smith, University of Georgia, Athens, Georgia. 
































